AMIAET Nl D

[gp”? - APRT 3 2004

1083 |

"¢ T

-
04026005

i
1
|
i




FINANCIAL HIGHLIGHTS

GBC and subsidiaries

OPERATIONS FOR THE YEAR 2003 2002
(000 omitted, except per shore amounts and number of employees)
Net Sales S 697,908 S 701,728
Segment Operating Income S 54713 S 534
Net {Loss) before Cumulative Effect of Accounting Change S {(3,262) $ (986)
Net {Loss) S (3,262) S (80,010
Net (Loss) Per Common Share — Basic and Diluted S . (0.20) S (5.04}
AT YEAR-END
Working Capital S 101,746 S 103101
Total Assets S 530,583 S 554509
Total Debt $ 302,014 S M40
Total Debt, Net of Cash and Investments S 292,446 S 323169
Stockholders’ Equiy o $ 54209 S Ak
Number of Common Shares Qutstanding 16,032 15941
Number of Employees 3,821 4,287
FIVE-YEAR HIGHLIGHTS
{amounts in millians)
S836  S825 ST12 5702 $698 $459  $398 359 $323  $292 333 955 $46 $51 $55
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The outside front and back covers of this annual report are lominated with GBC's patented Loy-Flot® film, which was applied using the GBC 8300 Genesis™ system. Selected for its ability to withstand the potentially
severe conditions of mail distribution, o ColorCoif™ spine permanently binds this annual report. GBC Magnapunch™ and (112™ systems were used to punch and hind this document, If you would like information about

any GBC products, please cait 1.800.723.4000.
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. AT A GLANCE

DESCRIPTION

COMMERCIAL & CONSUMER GROUP

The Commercial & Consumer Group (CCG), headquartered in Skokie, IL,
focuses on branding and marketing strategies of “consumer-ready”
products that leverage GBC's leadership among customers and
consumers of its binding, laminating and visual communication products
in the work, school and home environments.

2003 NET SALES

$460 million

KEY PRODUCTS

o Visual communication preducts, including writing boards,
bulletin/planning boards, easels, signs, organizers, markers, efc.

o Desktop binding and punching equipment and related supplies,
including custom binders, folders, covers and index tabs

= Desktop laminating equipment and supplies
o Document shredders

o Trimmers

° Maintenance and repair services

GEOGRAPHIC MARKETS

U.S., Canada, Mexico, Latin America, and Asia/Pacific

CUSTOMERS

CCG's products are sold through both the (i) indirect channel including
office product superstores, contract/commercial stationers, wholesalers,
education dealers, mail order companies, mass marketers and other
dealers (approximately 69% of sales) and the (i) direct channel including
salespersons, telemarketers and infernet portals (approximately 31%
of sales). Its end<consumers include the home and office markets,
commercial reprographic centers, educational and training markets and
government agencies.



INDUSTRIAL & PRINT FINISHING GROUP

The Industrial & Print Finishing Group [IPFG), headquartered in
Addison, IL, targets printfor-pay and trade finishing customers who
use GBC's professionalgrade finishing equipment and supplies to
produce sophisticated, professional laminated and/or bound
documents and graphics. Industrial or non-graphic uses of
laminating films continue to be a growing part of IPFG's business.

EURCPRE GROUP

The Europe Group, headquartered in Hoeilaart, Belgium, distributes
many “consumerready” binding, laminating and visual communication
products to customers in the work, school and home environments.
In addition, the Europe Group markets professional-grade finishing
equipment and supplies to commercial reprographic centers.

$137 million

$101 million

* Mid-range and commercial high-speed laminators
> Wide-format digital print laminators
= Thermal and pressuresensitive laminating films

o High-speed punching and binding equipment and supplies

= Maintenance and repair services

o Desktop binding and punching equipment and related supplies
o Desktop lominating equipment and supplies
> Document shredders

o Visual communication products, including writing boards, easels,
projector screens, flipcharts, markers, etc.

o Desktop products and accessories, including calculators and trimmers
> Wideformat roll film equipment and supplies.

o Professional punch and bind equipment

o Semi<automatic punch solutions

> Mainfenance and repair services

Worldwide, primarily North America and Europe. Asia is a rapidly
expanding part of IPFG’s business.

Europe, Middle East and Africa

IPFG’s products and services are sold through direct salespeople,
telemarketers, internet portals and dealers to printers, frade finishers,
and industrial (non-graphic) users.

Europe Group products are sold through both the (i) indirect channel
including office product superstores, contract/commercial stationers,
wholesalers, mail order companies, mass marketers and other
dealers (approximately 80% of sales) and the [ii} direct channel
including salespersons, telemarketers and technical service,
{approximately 20% of sales). lts end-consumers include the home
and office markets, commercial reprographic centers, educational
and training markets and government agencies.




LETTER TO OUR SHAREHOQLDERS

STEADY PERFORMANCE

As we began 2003, we knew the year was going to bear significant
challenges given the economic and political environment. Learning
from our achievements in 2002, we focused on creating value in those
parts of the business under our control. We launched many new
products while relentlessly pursuing our Operational Excellence
initiatives. The new products have added to our top line and our
Operational Excellence initiatives have produced a more efficient
company, generating ongoing dividends in terms of additional

revenue, cost savings and productivity improvements.

With our history of consistent cash flow generation and the
confidence of our financial partners, this past year we successfully
refinanced our bank facilities at significantly lower rates. Today our

improved capital structure provides increased financial flexibility.

We began to leverage the strengths of our new organizational
structure. This simpler, more efficient structure closely connects our
customers to GBC employees who are highly focused on specific
customer and consumer needs. We pooled resources from similar
functional areas including Engineering, Customer Care, Marketing
and Sales to maximize productivity. As a result, our talented and
dedicated team of employees is more energized, more proactive and

morc responsive {0 our customer needs.

To create a platform for future revenue growth, we continued to
invest in products and marketing initiatives. GBC enjoys strong name
brand recognition and leading market positions in the majority of
its product lines. Determined to retain our position as a market

leader and leverage our solid manufacturing and sourcing expertise,






opportunity

7

In this busy world, it's important to stay organized, and at home,
it is Mom’s responsibility to keep the family on schedule. She keeps
track of everybody’s activities and organizes their daily routines:

work, school, sports, medical appointments, and social events.

GBC conducted market research in the homes of busy moms
and observed that kitchens were the focal point for tracking
invitations, parties, appointments, school programs and sporting
functions. With no organized system, all this important family
information was put together in one basket or holder. Women
were seeking an efficient way to file this information, one that

would be useful, interactive and fit into “kitchen cencral.”

solufion

GBC responded to this need by developing “Scheduling Pro”, a
3-in-1 organization solution. A multifunctional tool that hangs
on the wall or refrigerator and folds up neatly for portability,
Scheduling Pro features a 12-month calendar that displays six
weeks at once. Utlizing the dry-erase overlay sheet, busy moms
can call attention to important dates right on the calendar.
To hold loose notes and coupons, Scheduling Pro features top
and botrom storage pockets; three individual sheet protectors
hold school schedules and lunch menus. Scheduling Pro offers
the versatility for women everywhere to track their family’s

schedules and activities.




“Over the last five years,

we reduced our net debt by 43%,

an impressive $221 million.”
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we increased our emphasis on product innovation. We
geographically expanded distribution of our popular products
while working to expand our markets. Focus remains on
developing solutions for new customer groups, especially in the

home, school and industrial applications markets.

These actions not only helped us weather the challenging 2003
environment with steady results, but also created enduring value
for GBC shareholders. GBC is well-positioned to capitalize on
our streamlined business structure and investments in product
innovation as the United States and world economies continue to

recover in 2004 and beyond.

NEW OPERATIONAL EXCELLENCE INITIATIVES

Development of key strategic suppliers and the reconfiguration
of our manufactﬁring and distribution resources have helped
us achieve significant cost savings. As a result of Operational
Excellence initiatives executed throughout the organization, we
maintained our margins and reduced our operating costs by

$3.8 million in 2003.

Soft markets, capital spending constraints, and inventory
reductions by many of our customers adversely affected business in
2003. Additionally, pricing pressure in certain markets intensified
from both customers and competitors. Due to these unfavorable

market conditions, we did not meet our revenue expectations.

In response, mid-year we announced several initiatives to further
reduce expenses and realign a portion of our manufacturing

operations for improved profitability and efficiencies. The changes

included: a) reorganization of certain support functions within
the Company; b) relocation of labor-intensive office products
manufacturing operations from our Mississippi facility to
our facility in Mexico; and c) outsourcing other manufacturing
activities performed at the Mississippi facility. These initiatives
generated approximately $2 million of profitability improvement
during the year, and should generate more than $10 million on
an annualized basis after their expected completion in mid-year
2004. These changes were difficult but necessary to enable GBC
to continue to provide the appropriate price/value relationship

to our customers in a very competitive marketplace.

During the year we also made progress towards achieving a
faster, more flexible supply chain tuned to meet the needs of our
customers and consumers and provide additional advantage over
our competitors. With an improved economy, our increased operating
leverage resulting from these actions combined with our continued

leading market positions should advance GBC’s profitability.

STRONGER CAPITAL STRUCTURE

One of GBC’s ongoing strengths has been our ability to
consistently generate cash flow. We worked very hard again in 2003
and effectively controlled expenses, improved working capiral, and
managed our capital expenditures to generate $31 million of cash
which we used to reduce our debt. Over the last five years, we

reduced our net debt by 43%, an impressive $221 million.

The successes we have achieved through our Operational
Excellence initiatives over the last two years enhanced our ability

to generate cash, which enabled us to refinance our primary credit
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“The new business siruciure allowed
us to roll out a new “Go-To-Market”
strategy, which significontly simplifies

our selling approach.”

facility. The new facility has an extended maturity date of
2008 and provides for significantly lower rates compared to
the previous one. Our improved capital structure increases our
financial flexibility and liquidity and should reduce our interest
payments by more than $4 million on an annualized basis. Just as
important, the refinancing reflects our financial partners
confidence in our operating and financial outlook. Further
acknowledging the progress we have made, both major rating

agencies upgraded their outlooks for GBC during the year.

LEVERAGING THE ORGANIZATION

In early 2003, we realigned several of our business groups to form
the Commercial & Consumer Group (“CCG”) and the Industrial
& Print Finishing Group (“IPFG”). The new business structure
allowed us to roll out a new “Go-To-Market” strategy, which

significantly simplifies our selling approach.

CCG sells the full line of GBC products to home, school and
corporate consumers both directly through our field sales force,
inside account managers and internet portals and indirectly
through various office products resellers. IPFG sells equipment
and supplies to printers and industrial users of our binding and

laminating products worldwide.

These business groups were structured to enhance teamwork and
efficiently capitalize on competencies in sales, marketing and
engineering. We made significant progress with this inidative,
aligning our operations around our customers and end-
consumers by targeting our products and services to profitably

satisfy their needs.

Specifically, the restructuring of CCG’s marketing and sales
organizations has provided an integrated effort focused on
creating demand for our complete line of products and services.
Emphasis has been placed on strategic accounts and larger customers
in key vertical markets while the needs of our smaller customers
are more efficiently met through Customer Care and GBC’s

transactional website.

As another example, within IPFG we formed a committed team
to concentrate and make more effective use of our research and
development talent and resources. This team of design engineers

is creating the next generation of products for GBC.

RE-ENERGIZED FOCUS ON
NEW PRODUCTS AND MARKETS

As market leaders, we recognize the importance of continually
improving our strategic products in order to retain our brand
image and market share. We also see opportunities to expand the
size of our markets by developing new uses for and finding new
users of our products. We have re-energized our focus on creating
profitable fevenue initiatives by penetrating new markets wich ™~
innovative products and marketing strategies in each of our

business units.

Commercial & Consumer Group

CCG established a strong foundation for growth this year,
focusing on organizational alignment while continuing to
innovate, connect with consumers and partner with customers to

drive profitable growth.
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oppoﬂumﬁy

The head of a leading Asian company sought new technology to
boost productivity of his high-volume operation. He needed to
be more competitive and deliver top-notch quality, exceeding

the existing high standards of Asia’s laminating marketplace.

solution

GBC designed and assembled a customized Cyclone, the
world’s fastest commercial laminator, to meet the customer’s
needs. The Cyclone utilizes heat-activated (thermal) lamination,
a higher-quality and more environmentally friendly process
than the solvent-based lamination more commonly used
in Asia. The machine was customized to include extra-wide
laminating capabilities to accommodate larger Asian sheet sizes.
The customer was so impressed with the results that in his keynote
address at a major Asian tradeshow, he specifically referenced
how GBC’s equipment solutions and film made his printed

products more competitive and his business more profitable.

He recognizes GBC as a partner in making his business more
profitable and now recommends GBC equipment and films to

other commercial companies throughout Asia who want

improved productivity and world-class quality.
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We are well-positioned to power up for growth by leveraging all
the strengths of CCG to deliver GBC's Total Brand Value—the
sum total of every benefit the GBC Commercial & Consumer
Group delivers to consumers and customers. These include
providing communication and organization solutions, delivering
best-in-class supply chain expertise, ensuring superior price/value,
creating positive connections, expanding consumer availability

and driving innovation.

CCG continued its expansion of communication and
organization solutions with the launch of Quartet markers,
positioning the brand as the Total Dry-Erase solutions provider.
CCG expanded its cubicle solutions by launching a new category
of organization tools designed specifically for that marker. With
the abundance of office cubicles in the U.S.,

this represents a

significant growth opportunity.

GBC'’s custom business, long a mainstay of the Company, has a
brand new look. GBC Brand Image Solutions™, the newest
addition to the GBC brand, is a comprehensive approach to

delivering custom presentation solutions to consumers.

Through the Home and School channels, GBC and Quartet
products are being introduced to new customers every day.
Products sold through mass merchandisers, craft and drug stores
and distributed through education dealers have been an

increasing source of revenue for GBC.

Qur new products continue to answer consumer needs in new

and better ways. ZipBind™, our patented easy-editing 19-hole

binding spine, gives the ability to edit documents without a
machine. Cubicle and office project organization needs are met
by Quartet’s new visual organizer system. Priority projects remain

in view while desks stay clurter free.

Industrial & Print Finishing Group

In IPFG, we remain a leader in each of our business lines. GBC’s
high-speed thermal films and laminating equipment continue to
set the standard for quality and innovation in the commercial print
market. In North America, virtually all book printers use GBC
thermal films to protect and enhance hardbound and paperback
book covers. We seek new opportunities in this marketplace, and
have introduced several new products, including the Cyclone®,
the world’s fastest commercial laminator. Additional opportunities
abroad are especially promising. Over 60% of European
lamination and 90% of Asian lamination is expected to migrate
from wet lamination (an inferior and environmentally unfriendly
process) to thermal lamination over the next decade. A similar
transition has taken place in the United States over the past
decade. In the last two years, IPFG has introduced new,
high-speed equipment that will create efficient solutions for any

printer converting from wet to thermal lamination.

IPFG produces a number of films for use in industrial, non-graphic,
specialized applications. Qur laminating film production expertise
and our worldwide manufacturing capability position us to expand
our business in the industrial market. IPFG is intensifying its focus
on the hundreds of industrial uses for films and other coated
polymers. Significant research and development resources are being

dedicared to expanding our position in this area.




As wide format inkjet printers have revolutionized the expanding
digital print finishing, or “print-for-pay” market, GBC’s offering
of new wide format machines that meet the needs of both
sophisticated users and new entrants have made us the obvious
choice. Wide format printing has become the fastest growing
segment for sign shops, quick printers, copy shops, exhibit
houses, and corporate in-plants. As wide format applications
multiply, GBC’s wide format over-laminates and mounting films
have become the standard for professional finishing. IPFG has
begun to offer a number of new films, both thermal and pressure
sensitive, that dramatically enhance the appearance and
durability of wide format prints. Special finishes are expanding
the horizons of graphic designers as they continue to identify

new uses for wide format printing.

Since its founding in 1947, GBC has been the leader in
creating innovative binding solutions. The highly innovative
StreamPunch™, launched late in 2003, is the first cost-
competitive punching solution for use in line with medium- to
high-speed copiers. The StreamPunch is currently available
with Ricoh®, Lanier®, Savin® and Gestetner® copiers, allowing
their users to punch any mechanical hole pattern while they
print their documents. In addition to greatdly simplifying the
punching process, we are aggressively developing new equipment
that simplifies the insertion of binding elements. In the next
two years, GBC will introduce several new systems that will
dramatically reduce the time, effort and complexity required to

produce a bound document.

Europe Group

In 2003, GBC Europe began an initiative to leverage its excellent
relationships with existing trade partners by aggressively
marketing an expanded product portfolio beyond traditional lines
to include selected visual communication equipment, shredders,
paper trimmers and calculators. Introducing the wider breadth of
products to its existing customer base has proven to be effective in
achieving higher sales and profitability per customer, and GBC
sees additional growth opportunities as it continues to follow

this model in 2004.

GBC Europe continues to be the best regional source for binding
and lamination equipment and supplies. During the year, GBC
Europe took initial steps to establish a foothold in the visual
communication market, where historically we have not
competed. Leveraging the status of Quartet as the world’s largest
brand with a broad and innovative product range, the group
introduced an array of high-potential writing and bulletin boards
from the CCG line. GBC Europe supplemented the line with
selected new products to fit specific European market needs. The
result was a unique marketing proposition that filled a gap in the
competitive environment. Based on the successful 2003 resulcs,
GBC Europe will launch a full visual communication product

line in 2004.

In addition to new product lines, GBC Europe enhanced many
of its existing products in 2003 with new styling and features to
differentiate them from the competition and create additional

value for both trade partners and end-consumers. In 2004, GBC
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7

A European environmental consulting firm needed a fast,
flexible way to bind sales proposals, policy manuals, directories
and other documents. Because the firm viewed their outmoded
binding equipment as being slow, limited to a single operator,
and accommodating only one binding style, they were selective
in deciding which documents to bind. The firm sought an
easier vway to produce updated, professional-looking documents

for all of its real estate and government clients.

solution

GBC proposed updated technology to speed up turnaround
time, and create better-looking documents. GBC installed and
trained staff on the use of a modular punch and electronic

binding equipment.

As a result, productivity has shot up. The firm binds many more
documents, both for clients and internal use. Two operators
can punch and bind separately, speeding up the process. It can
be done quietly, in an office area. And, the punch’s flexibility
accommodates an additional binding style, along with a

potential for adding other styles as soon as the customer is ready.




Europe will leverage certain products, such as ZipBind and
repositionable pouches that have achieved success elsewhere in

the world by launching them into the European market.

GBC Europe is also expanding its customer base to include mass

merchandisers. In Europe, this channel is expected to provide

growth opportunities for the lamination, visual communication,
calculator, shredder and binding product lines. Channel-
specific products are directed toward home office, home digital
photo print finishing (lamination, trimming, binding) and
arts and crafts consumers and are expected to be an increasing

source of revenue.

CREATING VALUE

Looking ahead, our primary challenges are to continue to identify
and capitalize on the growth opportunities around us and to
continue to build a stronger, more profitable company. Our
Operational Excellence Program has generated cost savings and
productivity increases. We believe that we are well-positioned to
leverage these operational efficiencies as our markets improve. We
have consistently strengthened our balance sheet over recent
years, which has significandy improved our capital structure and

reduced our ongoing interest expense.

In addition, the strategic realignment of the Commercial &
Consumer and the Industrial & Print Finishing Groups will
continue to help us improve our focus and penetration into
existing markets. We will continue to support new sales,

marketing and product development inidatives, which will

provide a solid foundation for revenue growth in the years ahead,
particularly in some of our focus areas, such as the home, school

and industrial applications markets.

We believe now more than ever that GBC has a great future. Our
foundation and capital structure are stronger and more robust,
centered on the successes of our ongoing Operational Excellence
Program and a simplified and more efficient business structure.
We have leading market positions, strong brand names and
customer relationships, as well as solid distribution, manufacturing

and sourcing expertise.

Most important, we have a great team of talented and dedicated
GBC employees around the world. These valuable assets should
contribute to growth and greater profitability for GBC and the
creation of increasing value for our shareholders, customers,

suppliers and employees well into the future.

Dennis J. Martin
Chairman of the Board, President and Chief Executive Officer
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OVERVIEW

GBC is engaged in the design, manufacture and distribution of office equipment, related supplies and laminating equipment and
films. In 2003, GBC implemented organizational changes and created two business groups - Commercial and Consumer Group
(“CCG”) and Industrial and Print Finishing Group (“IPFG”). CCG, created through the combination of the former Document
Finishing and Office Products Groups, focuses on marketing strategies for “consumer-ready” products that leverage GBC'’s
leadership among customers of its binding, laminating and information-display products in the work, school and home
environments. IPFG, created through the combination of the former Films Group and the Automated Products Division of the
Document Finishing Group, targets print-for-pay and other finishing customers who use GBC’s professional-grade finishing

equipment and supplies as part of their mass production of sophisticated, professional applications.

The groups’ revenues are primarily derived from:

COMMERCIAL AND CONSUMER GROUP

Products Customers/Channels
» Binding, punching and laminating equipment » Indirect (approximately 69%)
+ Binding, punching and laminating supplies + Direct (approximately 31%)

* Visual communications products
+ Document shredders

+ Custom binders and folders

+ Desktop accessories

* Related maintenance and repair services

INDUSTRIAL AND PRINT FINISHING GROUP

Products Customers/Channels

» Thermal and pressure sensitive—la‘minating films » Primarily direct
« Mid-range and commercial high-speed laminators

» Large-format digital print laminators

EUROPE GROUP

Products Customers/Channels

+ The Europe Group primarily distributes the + Indirect (approximately 80%)
Commercial and Consumer Groups' preducts to

customers in Europe.




CCG’s products are sold through both indirect channels
(resellers, including office product superstores, contract/
commercial stationers, wholesalers, mail order companies,
mass markets and other dealers) and direct channels
(salespersons, telemarketers, internet portals, etc.). This
group’s products and services are sold to customers, which
include the home and office markets, commercial repro-
graphic centers, educational and training markets, and
governmental agencies throughout North and South
America and the Asia/Pacific region. IPFG’s products and
services are sold worldwide through direct and dealer
channels primarily to commercial reprographic centers
and commercial printers. The Europe Group distributes

many of CCG’s products to customers in Europe.

The Company’s results are dependent upon sales of CCG and
IPEG products, which are susceptible ta changes in
economic conditions, customer and industry consolidation,
reseller business strategy (e.g., private label vs. branded
products) and other factors which are difficult to predict.
During periods of deteriorating economic conditions, GBC
may be increasingly affected by competitive pricing pressures
and decreased customer demand. During 2003, sales in GBC’s
CCG continued to be negatively affected by reduced corpo-
rate spending for products that are capital in nature (e.g., visu-
al communication and binding and laminating machines).
IPFG experienced pricing pressures for commercial laminat-
ing films due to industry overcapacity, along with a continu-
ing trend of contraction in the publishing industry, which
reduced demand for these products. While worldwide eco-
nomic conditions may improve in 2004, GBC believes that
factors impacting its business will continue to be challenging.
To offser its challenging business environment, the Company
has continued to identify and work to achieve cost reductions
and operating efficiencies through its Operational Excellence

Program and to introduce new products to market.
.

Fluctuations in foreign currency exchange rates also have a
significant impact on GBC’s results, as a significant portion
of GBC'’s revenues and operations are located outside the
U.S. In 2003, due to the impact of foreign currency transla-
tion, the weakened U.S. dollar helped to offset reduced sales
for GBC'’s business groups. This trend may continue in 2004;
however, GBC would expect that a strengthening of the U.S.

dollar would have an opposite and negative impact on the -

Company's results.

FINANCIAL RESULTS — 2003 COMPARED TO 2002
Sales

GBC’s net sales for the year ended December 31, 2003
decreased 0.5% to $697.9 million compared to $701.7
million in 2002, The Company’s net sales were favorably
impacted by a weaker U.S. dollar in 2003 compared to 2002.
The effect of foreign exchange rates benefited sales by
approximately 4.0% in 2003. Net sales by business segment

are summarized below (000 omirtted):

YEAR ENDED DECEMBER 31,

2003 2002
Commercial and Consumer Group  $ 460,243 S 467,543
Industrial and Print Finishing Group 137,064 138,299
Europe Group 100,601 95,886

Net Sales $ 697,908 S 701728

The Commercial and Consumer Group’s sales decreased
$7.3 million (or 1.6%) in 2003 when compared to 2002.
Lower demand for the Group’s visual communication
products and binding and laminating machines was partially
offset by increased sales of private label three-ring binders and
paper shredders. Sales for the Industrial and Print Finishing
Group decreased $1.2 million or 0.9%. The impact of
favorable exchange rates benefited the Groups sales by
approximately 6.0%. A decrease in sales in the U.S. commercial
film business, which has been affected by pricing pressures
and lower purchasing levels by certain of the Group’s
customers, was the primary reason for the sales decrease. In
addition, the Group's U.S. commercial film business continues
to be affected by weak market conditions. Sales in the Europe
Group increased by $4.7 million. The impact of foreign
exchange benefited sales in the Europe Group by approxi-
mately 15.0%. The Group’s sales in local currencies declined
due to a competitive, currency-related pricing environment,
weak economic conditions in certain European markets, and

the ciming of new product introductions.

Gross Margins, Costs and Expenses
GBC’s gross profit margin in 2003 increased by 0.3 points to
39.9% compared to 2002. Gross profit margins in the

Commercial and Consumer Group were down due to an



unfavorable product mix (higher sales of private label three-
ring binders and lower sales of visual communication products
and binding and laminating machines) and increased rebate
and allowance programs. The Industrial and Print Finishing
Group gross profit margins were up slightly due to reduced
spending on research and development. The Europe Group’s
gross profit margin increased significantly due to favorable
foreign exchange, increased manufacturing volumes, along

with lower product costs due to sourcing inidatives.

Total selling, service and administrative expenses in 2003
decreased $3.8 million compared to 2002, primarily due to
lower spending by the Commercial and Consumer Group,
coupled with lower corporate expenses. Efficiencies achieved
in connection with the creation of the Commercial and
Consumer Group resulted in reduced expenditures on certain
administrative functions. Additionally, the Group benefited
from increased equity earnings from its joint venture in
Australia. Corporate expenses were down in 2003 primarily
as a result of reduced spending on information systems. These
savings were partially offset by the recognition of GBC’s
share of the operating loss of GMP Co., Ltd. (see the
“Restructuring and Other” and “GMP Relationship” sections
of this “Management Discussion and Analysis of Financial
Condition and Results of Operations” for further discussion
regarding GBC's investment in GMP). Selling, service and
administrative expenses as a percentage of sales decreased
slightly to 31.9% in 2003 from 32.3% in 2002.

Segment Operating Income

Segment operating income for GBC’s business groups, which
is calculated as net sales less product cost of sales, selling,
service and administrative expchses and amortization of other
intangibles, is summarized below (000 omitted):

SEGMENT OPERATING INCOME
YEAR ENDED DECEMBER 31,

2003 2002

Commercicl and Consumer Group  § 56,573 S 58,510
Industrial and Print Finishing Group 17,204 18,301
Europe Group 6,085 1,359
Unallocated Cerporate items {25,149) (26,823)
Total S 54,713 S 51,347

Segment operating income for 2003 increased 6.6% or
$3.4 million compared to 2002. Operating income in the
Commercial and Consurner Group decreased by $1.9 million,
or 3.3%, in 2003 primarily due to the lower level of sales and
reduced gross profit margin, which was partially offset by
lower expenses. The Industrial and Princ Finishing Group’s
operating income decreased 6.0% ot $1.1 million due to the
lower sales volume and higher selling, service and administra-
tive expenses. The Europe Group’s operating income increased
$4.7 million due primarily to improved gross profit margins.
Unallocated corporate items decreased $1.7 million primarily

due to reduced informarion systems costs.

Inventory Rationalization

During 2002, GBC recorded inventory charges of
approximately $1.0 million primarily related to the
Commercial and Consumer Group. This charge relates to
GBC'’s product line rationalization and reflects an adjustment
to the realizable value of certain products which the

Company decided to discontinue in 2001.

Restructuring and Other

Beginning in 2001, GBC launched its Operational
Excellence Program, an on-going effort to improve the
Company’s financial performance and flexibility. Initiatives
undertaken in connection with this program have resulted in

restructuring and other expenses in both 2003 and 2002.

Pre-tax restructuring charges in 2003 totaled $11.1 million,
related to the following projects: a) relocating the manufacturing
of labor intensive visual communication products from the
Company’s facility in Booneville, Mississippi to Nuevo
Laredo, Mexico; b) closing a manufacturing plant in Amelia,
Virginia and consolidating production in the Company’s
plant in Lincolnshire, lllinois; ¢) company-wide workforce
reduction programs; and d) subleasing a manufacturing as

part of a previously announced restructuring.




The restructuring charges associated with the 2003 projects

consist of the following (in millions):

Asset Impairments
and Other Lease
PROJECT Severance Exit Costs Costs Total

Relocating

manufacturing

from Booneville

to Nuevo Laredo S 246 S 45 - S n

Plant closure -

Amelia, Virginia 0.2 - - 0.2
Reduction-inforce
programs 24 - - 24
Sublease
manufacturing facility - - 14 14
$ 5.2 S$45 514 S

The relocation of manufacturing operations from Booneville,
Mississippi to Nuevo Laredo, Mexico began in July 2003,
and is expected to be completed by the end of the second
quarter of 2004. The closing of the Amelia, Virginia plant
commenced in the first quarter of 2004 and is expected to be
completed by the end of second quarter of 2004. Initiatives
related to work force reductions were implemented during
the second half of 2003.

During 2002, GBC recorded pre-tax restructuring charges of
$8.0 million for expenses related the following projects:
a) closing the Company’s facility in Buffalo Grove, Illinois
and wansferring the manufacturing and administrative
functions to other GBC locations; b) downsizing a binder
manufacturing facility in Amelia, Virginia; c) severance costs
associated with the crearion of the Commercial Consumer
Group; and d) charges related to the reorganization of cerrain

corporate and other support functions.

The restructuring charges associated with the 2002 projects

consist of the following (in millions}:

Asset Impairments
and Other Lease

PROJECT Severance Exit Costs Costs  Total
Buffalo Grove

facility closure $ 07 $ 16 S08 § 3
Downsizing of

Amelia facility 0.8 0.3 - 1]
Commercial and

Consumer Group 1.6 02 - 1.8
Reduction in

support functions 20 - - 20

$ 5.1 S 21 $08 S80

The transition of manufacturing operations from the Buffalo
Grove facility was completed in 2002; administrative and
support personnel previously located in the Buffalo Grove
facility were transferred to other GBC locations by early
2003. Actions associated with the Amelia facility and other

reductions in force were completed in 2002.

The Company has an investment in GMP Co., Ltd. of
approximately 20%, and accounts for its investment under
the equity method of accounting. In the fourth quarter
of 2003, GBC recognized its share (approximating $1.2 mil-
lion) of GMP’s fourth quarter 2003 loss. As a result of GMP’s
poor financial performance and other business facrors, GBC
evaluated whether its investment in GMP was impaired. The
GMP investment was valued based upon the traded value of
GMP shares on the KOSDAQ exchange (Korean over-the-
counter market) and projections of cash flow, earnings and
sales developed by GMP management. Based upon the
analysis performed, and GBC’s determination that the
decline in value of its investment in GMP was other than tem-

porary, an impairment charge of $4.7 million was recognized.

During 2002, GBC incurred $1.1 million in other expenses
g p

primarily related to costs associated with the transition of
production from the closed and downsized facilities to other

GBC facilities.

Interest Expense

Interest expense decreased by $5.5 million to $34.4 million
in 2003 compared to 2002 due to reduced debt levels and
lower average interest rates. Included in interest expense in
2003 was $1.1 million related to the loss on the extinguish-
ment of the Company’s previous credit facilicy which was
refinanced in June 2003.

Other {Income) Expense

Other expense was approximately $0.2 million in both 2003
and 2002. In 2002, other expense included non-cash losses of
$1.1 million on the sale of a previously closed facility in
Mexico and $1.1 million on the disposal of GBC's investment
in an Indian joint venture. These non-cash losses were offset by
net interest income of $0.9 million received in connection with
the settlement of 2 U.S. Federal income tax refund claim, as
well as currency gains which primarily related to the translation

of liabilities denominated in other than functional currencies.



Income Taxes

Income tax expense was $7.6 million in 2003 on pre-tax
income of $4.4 million. Factors that affected income tax
expense in 2003 included: a) the non-cash write-off of deferred
tax assets as a result of the reorganization of certain international
subsidiaries ($4.4 million); and b) the combined effect of the
pre-tax impairment charge and GBC’s share of the loss incurred
in fiscal 2003 by GMP These items were not tax deductible.

In 2002, income tax expense was approximately $2.0 million on
pre-tax income of approximately $1.1 million. During 2002,
new U.S. tax legislation enabled GBC to carry back its 2001
domestic tax loss to 1996 and 1997. The carryback generated a
$7.5 million tax refund and reduced previously utilized tax
credits. The tax credits became deferred tax assets which GBC
was not able to use before the expiration of the carryover
period. The resulting write-off of these deferred tax assets created
additional income tax expense of $1.5 million. Additionally,
GBC settled a U.S. Federal income tax contingency resulting in
a refund of approximately $0.9 million which is reflected as a

reduction to GBC’s 2002 income tax provision.

See note 11 to the consolidated financial scatements for more

information on income taxes.

Cumulative Effect of Accounting Change

Effective January 1, 2002, GBC implemented SFAS No. 142,
“Goodwill and Other Intangible Assets.” In accordance with
SFAS No. 142, the Company tested its goodwill balances to
determine wﬁether these assets were impaired. Based upon
the testing performed, GBC recorded a non-cash impairment
charge of $110 million ($79 million, net of tax), primarily
related to the impairment of goodwill in the Commercial and

Consumer Group.

Net Loss

GBC realized a net loss of $3.3 million for 2003 compared
to a net loss of $80.0 million for 2002. The 2003 net loss
was impacted by the previously described restructuring
charges of $11.1 million, other expense of $4.7 million, the
loss on extinguishment of debt of $1.1 million as well as the
$4.4 million write-off of deferred tax assets. In 2002, the net
loss was impacted by the cumulative effect of accounting
change of $79.0 million, net of taxes, along with $9.1 million

in restructuring and other costs.

FINANCIAL RESULTS — 2002 COMPARED TO 2001
Sales

Net sales in 2002 were $701.7 million, a decrease of 1.4%
from 2001. The Company’s sales were negatively impacted by
weak economic conditions in the United States. Net sales by

business segment are summarized below (000 omitted):

YEAR ENDED DECEMBER 31,

2002 2001 -
Commercial and Consumer Group S 467,543 S 465121
Industrial and Print Finishing Group 138,299 146,258
Europe Group 95,886 100,564
Net Sales S 701,728 S 711,943

The Commercial and Consumer Group’s sales increased by
$2.4 million or 0.5% in 2002 when compared to 2001. The
increase was primarily related to higher sales of certain supply
items to retail customers, which was offset by weak equipment
sales as a result of lower corporate capital spending, along
with lower sales of custom supply products due to reduced
corporate spending on meetings, training and presentations.
The Industrial and Print Finishing Group’s sales decreased by
$8.0 million or 5.4% in 2002 when compared to 2001. The
sales decline was primarily due to lower sales of commercial
laminating and digital print finishing supplies in the U.S.
market. Sales of commercial laminating films were negatively
impacted by weakness in the book publishing market, while
the digital print finishing business has experienced lower
corporate spending for advertising, trade shows and media
presentations. Net sales in Europe decreased $4.7 million or
4.7% in 2002 when compared to 2001, partially due to
planned customer and product rationalization, along with

overall economic weakness in Europe.

Gross Margins, Costs and Expenses

The Company’s gross profit margin percentage in 2002 was
39.6% compared to 37.6% in 2001. Compared to the prior
year, gross profit margin percentages increased in all business
groups, except for Industrial and Print Finishing, which was
negatively impacted by higher spending on research and
development. The improvement in business unit gross profit
margin, despite lower manufacturing volumes, was primarily
a result of selective price increases and GBC’s continuing
emphasis on efficiencies and cost reductions through its

Operational Excellence Program. Additionally, the Company’s




overall gross profit margin improved in 2002 due to a
significandy lower level of inventory rationalization and

write-down charges compared to 2001.

Total selling, service and administrative expenses decreased
$5.4 million in 2002 when compared to 2001. As a percentage
of sales, selling, service and administrative expenses decreased
0.3 percentage points to 32.3% in 2002 compared to 2001.
With the exception of the Commercial and Consumer Group,
which experienced a planned increase in spending on new
product development and marketing programs, each of GBC’s
business groups realized lower expenses in 2002 when
compared to 2001. The decreases were primarily due to lower

variable selling expenses and cost management programs.

Segment Operating Income
Segment operating income for GBC'’s business groups, which

is calculated as ret sales less product cost of sales, selling,

T seérvice and administrativé expenses and amortization of other

intangibles, is summarized below (000 omitted):

SEGMENT OPERATING INCOME
YEAR ENDED DECEMBER 31,

2002 2001

Commercial and Consumer Group  § 58,510 S 63533
Industrial and Print Finishing Group 18,301 18,659
Europe Group 1,359 (675)
Unallocated Corporate items {26,823) (35,317)
Total S 5147 S 46200

Operating income in the Commercial and Consumer Group
decreased $5.0 million due primarily to increased selling,
service and administrative expenses. Operating income for
the Industrial and Print Finishing Group decreased $0.4
million due to lower levels of sales and lower gross profit
margins. The increase of $2.0 million in the Europe Group’s
operating income during 2002 compared to the operating
loss in 2001 was due to higher gross profit percentages and

lower selling, service and administrative expenses.

Inventory Rationalization
and Write-Down Charges
During 2002, GBC recorded inventory rationalization and
write-down charges of $1.0 million. These charges related to

product line rationalization and reflect an adjustment to the

realizable value of certain products which the Company
decided to discontinue in 2001. During 2001, GBC
recorded inventory rationalization and write-down charges of
$8.8 million. These charges relate to product line rationalization
and efforts to reduce the number of SKU’s offered. Charges
by business group were: Consumer and Commercial Group,
$4.9 million; Industrial and Print Finishing Group, $0.1

million; and Europe Group, $3.8 million.

Amortization of Goodwill and Other Intangibles
Effective January 1, 2002, GBC-implemented SFAS No. 142,
which eliminates the amortization of goodwill and indefinite-
lived intangible assets for current and future periods. Prior

periods are not restated for this change. As a result, there

was no goodwill amortization ifi 2002, while 2007 included ~

goodwill amortization of approximately $9.7 million.

Restructuring and Other

In 2001, GBC launched its Operational Excellence Program.
Activities undertaken in connection with this program resulted

in restructuring and other expenses in both 2002 and 2001.

During 2002, GBC recorded pre-tax restructuring charges of
$8.0 million for expenses related to the following projects:
a) closing the Company’s facility in Buffalo Grove, Illinois
and transferring the manufacturing and administrative
functions to other GBC locations; b) downsizing a binder
manufacturing facility in Amelia, Virginia; c) severance costs
associated with the creation of the Commercial Consumer
Group; and d) charges related to the reorganization of certain

corporate and other support functions.

The restructuring charges associated with the 2002 projects

consist of the following (in millions):

Asset Impoirments

and Other Lease

PROJECT Severance Exit Costs Gosts  Total
Buffalo Grove

facility closure 5 07 S 6§08 S 3
Downsizing of

Amelia facility 0.8 0.3 - 11
Commercial and

Consumer Group 1.6 0.2 - 1.8
Reduction in

support functions 20 - - 20

$ 5.1 $ 21 $ 0.8 S 8.0




The relocation of manufacturing operations from the Buffalo
Grove facility was completed in 2002; administrative and
support personnel previously located in the Buffalo Grove
facility were transferred to other GBC locations by early
2003. Actions associated with the Amelia facility and other

reductions-in-force were completed in 2002.

Restructuring activities in 2001 resulted in a $7.3 million
pre-tax charge for expenses related to: a) the closing of
manufacturing, warehouse and administrative facilities in
Ashland, Mississippi, Germany, and Mexico; b) the shutdown
of operations in Poland; ¢) facility reductions in Amelia,
Virginia and the United Kingdom; and d) workforce
reductions in the Company’s Europe, Commercial and

Consumer, and Industrial and Print Finishing Groups.

During 2002, GBC incurred $1.1 million in other expenses
g p

primarily related to costs associated with the transition of
production from the closed and down-sized facilities to other

GBC facilities.

During 2001, GBC incurred other charges of $6.2 million
primarily related to contractual severance payments and other
benefits to be paid to GBC’s former CEO ($2.4 million), a
signing bonus and other transition expenses for GBC’s new
Chairman and CEO ($1.6 million), and severance costs to be
paid to the Company’s former CFO and others ($1.1 million).
In addition, GBC recorded a $1.1 million non-cash loss on

the sale of the assets of its New Zealand operations.

Interest Expense

Interest expense increased by $2.7 million to $39.9 million in
2002 compared to 2001. The increase in interest expense
primarily resulted from higher effective interest rates during
2002 on GBC’s Revolving Credit Facility, which were only

partially offset by lower average borrowings.

Other (Income) Expense

Other expense was $0.2 million in 2002 compared to income
of $1.0 million during 2001. In 2002, GBC recorded non-cash
losses of $1.1 million on the sale of a previously closed
facility in Mexico, and $1.1 million on the disposal of
GBC’s investment in an Indian joint venture. The losses were
partially offset by net interest income of $0.9 million received

in connection with the settlement of a U.S. Federal income

tax refund claim, as well as currency gains recognized which
primarily related to the translation of liabilities denominated
in other than functional currencies. In 2001, other income

primarily consisted of interest income.

Cumulative Effect of Accounting Change

Effective January 1, 2002 GBC implemented SFAS No. 142,
“Goodwill and Other Intangible Assets.” In accordance with
SFAS No. 142, the Company tested its goodwill balances to
determine whether these assets were impaired. Based upon
the testing performed, GBC recorded a non-cash impairment
charge of $110 million ($79 million, ner of tax), primarily
related to the impairment of goodwill in the Commercial and

Consumer Group.

Income Taxes

GBC recorded income tax expense of $2.0 miilion in 2002
on pre-tax income of $1.1 million, compared to a benefit
of $4.8 million in 2001. The 2002 tax provision included:
a) the write-off of $1.5 million in deferred tax assets in the
first quarter of 2002; b) the receipt of a $0.9 million income
tax refund in the second quarter of 2002; and c) an increase

in 2002 pre-tax earnings over 2001.

In 2002, new U.S. tax legislation enabled GBC to carry back
its 2001 domestic tax loss to 1996 and 1997. The carryback
generated a $7.5 million tax refund and reduced previously
utilized tax credits. The tax credits became deferred tax assets
which GBC was not able to use before the expiration of the
carryover period. The resulting write-off of these deferred tax
assets created additional income tax expense of $1.5 million.
Separately, GBC settled a U.S. Federal income tax contingency
resulting in a refund of approximately $0.9 million which is

reflected as a reduction to GBC’s 2002 income tax provision.

See note 11 to the consolidated financial statements for more

information on income taxes.

Net Loss

GBC reported a net loss of $80.0 million in 2002, or $(5.04)
per basic and diluted share, compared to a net loss of $19.5
millien, or $(1.24) per basic and diluted share in 2001. The
net loss in 2002 was due primarily to the cumulative effect of
accounting change of $79.0 million, net of taxes. The

Company also had a higher effective income tax rate in 2002




compared to 2001, along with higher interest expenses. These
items were partially offset in 2002 by higher gross profit
margins (including inventory rationalization and write-down
charges), lower selling, service and administrative expenses,
and lower restructuring and other costs compared to 2001.
Additionally, due to the implementation of SFAS No. 142,

beginning in 2002 goodwill was no longer amortized.

LIQUIDITY AND CAPITAL RESOURCES

Primary Credit Facility

Management assesses the Company’s liquidity in terms of its
overall debt capacity and ability to generate cash from operations
to fund its operating activities, capital needs and debrt service
requirements. Significant factors affecting liquidity are cash
flows generated from operating activities, capital expenditures,
interest and debrt service requirements, adequate bank lines
of credit and financial flexibility to attract long-term capital
with sadisfactory terms. GBC’s primary soutces of liquidity
and capital resources are internally-generated cash flows, and

borrowings under GBC's revolving credit faciliry.

During 2003, GBC entered into three new financing
agreements. On June 26, 2003, the Company completed the
refinancing of its primary senior credit facility (the “Primary
Facility”). The new $197.5 million Primary Facility includes
a $72.5 million multicurrency revolving credit line and a
$125 million term loan. The maturity date on the Primary
Facility is January 15, 2008, and it provides for significantly
lower interest rate spreads than the previous senior credit
facility (the “Previous Primary Facility”). In the fourth
quarter of 2003, a payment of $2.5 million was made on the
term loan, reducing it to $122.5 million. As of December 31,
2003, outstanding borrowings under the Primary Facilicy
included $122.5 million for the term loan, and outstanding
letters of credit of $13.8 million which reduce GBC’s
availability under the revolving credit line. Concurrent with
the completion of the Primary Facility, GBC entered into a
mortgage financing arrangement under which its real estate
holdings in Northbrook and Skokie, Illinois and its real estate
and equipment in Addison, Illinois are pledged as collateral
{(“Mortgage Financing”). The $14.8 million proceeds from
the Mortgage Financing were used to repay a portion of the
Previous Primary Facility. As of December 31, 2003, the

- - outstanding ‘balance on the Mortgage Financing was $13.8

million. In April 2003, GBC entered into a new
multicurrency revolving credit facility in the Netherlands (the
“Netherlands Facility”). The marturity date on the
Netherlands Facility is April 9, 2008. The majority of $16.8
million that had been borrowed under the Netherlands
Facility was used to repay a portion of the Previous Primary
Facility. As of December 31, 2003, there were no outstanding

borrowings under the Netherlands Facility.

Interest rates on the Primary Facility are variable and are set
at LIBOR plus 3.75% for borrowings under the $72.5
million multicurrency revolving credit line, and LIBOR plus
4.50% for the term loan. Borrowings under the Primary
Facility are subject to a “pricing grid” which provides for
lower interest rates in the event that certain of GBC’s

financial ratios improve in future periods. - -

Primary Credit Facility—Financial Covenants

GBC must meet certain restrictive financial covenants as
defined under the Primary Facility. The covenants become
more restrictive over time and require the Company to
maintain certain ratios related to total leverage, senior
leverage, fixed charge coverage, as well as 2 minimum level of
consolidated net worth. There are also other covenants,
including restrictions on dividend payments, acquisitions,
additional indebtedness, and capital expenditures. In addition
to the restrictive covenants, multcurrency revolving credit
line borrowings are subject to a “borrowing base” which is
determined based upon certain formulas tied to GBC’s trade
receivables and inventory. With the exception of its assets
pledged under the Mortgage Financing, substantially all of
the assets of General Binding Corporation and its domestic
subsidiaries, as well as a portion of equity in certain foreign

subsidiaries are pledged as collateral under the Primary Facility.

The most restrictive financial covenants under the Primary
Facilicy require the Company to maintain the following

targets and ratios:

Minimum Leverage Ratios:

There are two leverage ratio tests under the Primary Facility.
The ratios are computed by dividing the cumulative four
quarter trailing EBITDA (as defined under the Primary

Facility) into the Company’s total debt and its senior debt

(total debt less subordinated debr).
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The Primary Facility requires that GBC’s leverage ratios as of

the end of each quarter be no higher than:

Total Senior
Leverage Leverage

Q-4 2003- Q-3 2004 4.50 tol 25010 )
Q4 2004- Q-3 2005 4.25 tol 225101
Q-4 2005- Q-3 2006 37510} 175101
Thereafter 3.50 10 150101

Fixed Charge Coverage Ratio:

The fixed charge coverage ratio is computed based upon
consolidated trailing four quarter EBITDA (as defined under
the Primary Facility) less consolidared capital expenditures,
divided by consolidated fixed charges (as defined under the
Primary Facility). As of the end of each quarter through the
fourth quarter of 2005, GBC must maintain a ratio in excess
of 1.10 to 1 and must maintain a ratio in excess of 1.15 to 1

for each quarter thereafter.

Consolidated Net Worth:

GBC must maintain consolidated ner worth (as defined
under the Primary Facility) of $37.0 million plus the sum of
50% of consolidated net income of each quartetly period

subsequent to June 30, 2003.

Primary Facility-Term Loan
Amortization and Maturity
Principal payments on the term loan are due quarterly begin-
ning with the fourth quarter of 2003. The required quarterly

payments are as follows:

Q-4 2003 - Q-3 2004 S 2.5 million
Q-4 2004 - Q-3 2005 3.0 million
Q-4 2005 ~ Q-3 2007 3.5 million

The remaining balance of the term loan is due on the maturity

date of the Primary Facility, January 15, 2008.

Primary Facility-Financial Covenant
Compliance
As of and for the period ended December 31, 2003, GBC was

in compliance with all covenants under the Primary Facilicy.

Based upon its current financial forecast, the Company
expects to remain in compliance with the covenants under

the Primary Facility. The financial forecast assumes thart there

will be no further significant deterioration of worldwide
economic conditions, no signiﬁcant increases in competitive
pressure, and that certain objectives of the Operational
Excellence Program will be achieved. If these assumptions are
not met or if other unforeseen events occur, it is possible that
the Company will fail one or more of its covenants. In that
situation, if GBC were unable to obtain an amendment
to the Primary Facility or a waiver in the event of a major
covenant violation, the Company’s' liquidity would be

severely impacted.

Primary Facility-Borrowing Base Availability

The Primary Facility includes a $72.5 million multicurrency
borrowing facility that GBC uses to fund its working capital
requirements. The Company’s borrowing capacity under the
faciliry is limited by a “borrowing base,” which is specifically
defined in the facility and is computed as 85% of eligible
trade receivables and 50% of eligible inventory. Eligible
receivables are generally defined as current domestic and
Canadian receivables which are reduced by certain obligations
of the Company, and eligible inventory is generally defined
as inventory owned by GBC’s domestic and Canadian
operations. At December 31, 2003, GBC's borrowing base
was adequate to support GBC’s expected future working
capital requirements. If, however, there were to be a significant
deterioration in the qualiry of GBC’s eligible receivables or

inventory, there can be no assurance that adequate liquidity

- would be available under the Facility.

Cash Flows

Cash provided by operating acriviries was $51.6 million for
the year ended December 31, 2003, compared to $46.5
million for 2002, an increase of $5.1 million. The increase in
cash provided by operating activities in 2003 compared to
2002 is primarily due to a reduction in the use of working
capital, lower cash interest payments and increased segment
operating income, all of which were partially offset by cash

income taxes paid in 2003 compared to refunds in 2002.

Net cash used in investing activities was $10.6 million during
2003, compared to $7.7 million in 2002. In 2003, GBC
invested $2.2 million in a joint venture arrangement for the

Industrial and Print Finishing Group.




Net cash used in financing activities was $41.4 million
during 2003, compared to $78.9 million during 2002. In
the latter part of 2001, GBC increased the Company’s
borrowings under the facility above normal levels.
Approximately $52.8 million of the borrowings were repaid
in January 2002. Excluding these additional borrowings at
December 31, 2001, GBC would have reported a reduction
in debt of approximately $25.3 million during 2002.

GBC s restricted under its credit agreements from paying
dividends, and therefore no dividends were paid during either
2003 or 2002.

As discussed in note 1 ro the consolidated financial
statements, GBC is included in the consolidated U.S. Federal
Income tax return and certain U.S. State Income rax returns
of its majority shareholder, Lane Industries, Inc. The Internal
Revenue Service has an open examination of Lane Industties,
Inc. and subsidiaries for the years 1999 through 2002,
Additionally, there are ongoing audits in the U.S. and several
international jurisdictions. In the opinion of management,
GBC has made adequate tax provisions for all years subject to
examination, and currently has adequate liquidity available 1o

settle any known claims.

As required by SFAS No. 87, “Employers’ Accounting for
Pensions,” if the accumulated benefit obligation ("ABO”)
relating to a pension plan exceeds the fair value of the plans’
assets, the Company’s established liability for a plan must be
at Jeast equal to the unfunded ABO. In 2002, as a result of
unfavorable asset returns and a decline in market interest
rates, the Company recorded a reduction of approximately
$10.2 million to other comprehensive income (“OCI”),
which is a component of stockholders’ equity, in order to
establish an additional minimum liabilicy for one of its
defined benefit pension plans. In 2003, asset returns
improved and the Company recorded an offsetting increase
to OCI of $1.7 million. Depending on market conditions
and interest rate movements in the furure, addirional increases
or decreases to OCI might be required based on valuations
performed at future measurement dates. Based on the most
recent valuation of the plan, GBC will be required to make

addirional annual contributions in the amount of

approximately $1.3 million to fund the plan shortfall. This

additional contribution could increase or decrease in future

years based upon market conditions.

GMP RELATIONSHIP

GBC sources many of its laminating machines from GMP
Co. Led., 2 company whose manufacturing facility is located
in the Republic of Korea. GBC also has an equity ownership
interest in GMP of approximately 20%. While GBC has a
long-term supply arrangement with GMP, there can be no
assurance that GMP will be able to continue to fulfill any
or all of its obligations to the Company. GMP’s ability to
fulfill GBC’s requirements for laminating machines could
be affected by Korean and other regional and worldwide
economic, political and governmental conditions.
Additionally, GMP has a highly leveraged capital structure. In
order to ensure the continuation of its operations, GMP
requires ongoing sources of financing. There can be no
assurance that such financing will continue to be available. At
times during 2003 and in the first quarter of 2004, the
Company accelerated its payment terms to GMP to provide
it with liquidity assistance. The amount of any advance
payments to GMP outstanding at any one time has not
exceeded $1 million, and GMP has complied with all
conditions imposed by GBC in connection with the advances.
In the event GMP seeks additional financial assistance in
the future in the form of advance payments from GBC, the
Company will consider such requests taking into consideration
then existing market, liquidity and other factors; however,
there can be no assurance that the Company would make any

such advances, or provide other financial support.

If GMP were unable to supply GBC with laminaring
machines, cthere are alternative sources available. However,
changing suppliers for the laminating machines manufactured
by GMP would require lead times of a duration that could
result in a disruption of supply. If GBC’s supply chain
were disrupted, the Company’s results of operations and its
financial position would be negatively impacted. It is
estimated that during 2004, absent a disruption in supply,
GBC will have sales of laminating machines supplied by
GMP within the range of $17-20 million.



During 2003, GBC recorded a $1.0 million loss related to
its portion of GMP’s 2003 operating results, which were
negatively impacted by non-recurring, non-cash charges. As a
result of GMP’s operating loss and other business factors,
GBC performed an evaluation and determined its investment
in GMP was impaired and recorded a non-cash charge of
$4.7 million to reduce the value of its investment. As of
December 31, 2003, GBC’s remaining investment in GMP is
$2.8 million. If che fair value of GBC's investment in GMP
were to decline further, and if the decline were determined to
be other than temporary, the Company may have to write-off
all or part of its remaining investment. While such a write-off
would be non-cash in nature, it may negatively impact GBC’s

computations of certain financial covenants under the Facility.

OFF-BALANCE SHEET ARRANGEMENTS

AND CONTRACTUAL FINANCIAL OBLIGATIONS
The Company does not have any material off-balance sheet
arrangements that have, or are reasonably likely to have, a
current or future effect on its financial condition, changes
in financial condition, revenues or expenses, results of

operations, liquidity, capital expenditures or capital resources.

The table below sets forth GBC’s contractual cash obligations
at December 31, 2003 (in millions):

PAYMENTS DUE BY PERIOD

CONTRACTUAL Less than 13 35 After
OBLIGATIONS Total 1 Year Years Years 5 Years

Long+erm debt
and capital lease

obligations (1 §$3020 520 $39 ST S0
Operating lecse

obligations 65.1 139 210 152 150
Purchase

obligations 2! 810 81.0 - ~ -

Other long-term
liabilities 3 17.8 26 53 43 56

Total $4659 SN75  Se02 S2606 S26

(1) Excludes related inferest.

{2) GBC's purchase obligations primarily consist of opan purchase crders to ocquire row materials used in the
manufacture of product or to acquire finished product sourced from thirdporty vendors. A substantiol
majority of the Company’s open purchase orders are nonbinding and can be cancelled with up to 90 days
notice. For purposes of this disclosure, an esfimate of 90 days of open purchose orders, based upon
purchases made in 2003, has been used. Assuming such purchase orders are not cancelled, we believe our
nuichase obligations for 2004, based on prior yeass” experience, will be approximately $324 miflion.

(3) The Company’s primary obligations related to ofher long-term liahilities consist of payments under
wetirement benefit plans. Future contributions, whers not fixed, have heen estimated bosed upon actual
2003 payments.

COMMERCIAL FINANCIAL COMMITMENTS

At December 31, 2003, GBC had commercial financial
commitments of approximately $5.0 million consisting of
standby letters of credit which primarily support domestic
workers compensation claims and a real estate operating lease

on one of the Company’s facilities.

CREDIT CONCENTRATION

GBC has several customers of the Commercial and
Consumer Group which, in the normal course of business,
make significant purchases from the Company. Trade
receivable balances from these customers have ranged from
$5 million - $15 million. As a result, at any point in time,
GBC may have a significant concentration of its accounts
receivable balance among this customer group. To mitigate
the credit risk among this group of customers, management
closely monirors trends in the office products market, as well
as the financial condition and payment trends of these
customers. However, should one or more of those customers
fail, such failure could have a material adverse affecc on

GBC'’s financial position and results of operations.

NEW ACCOUNTING STANDARDS

In January 2003, the FASB issued Interpretation No. 46
(FIN No. 46), “Consolidation of Variable Interest Entities.”
The objective of FIN No. 46 is to improve financial
reporting by companies with transactions involving variable
interest entities. Prior to FIN No. 46, companies generally
included another entity in its consolidated financial
statements only if it controlled the entity through voting
interests. Under FIN No. 46, a variable interest entity would
be consolidated by a company if that company is subject to a
majority of the risk or loss from the variable interest entity’s
activities or entitled to receive a majority of the entity’s
residual returns or both. In December 2003, the FASB issued
a revision to FIN No. 46 (“46R”) to clarify certain provisions
of FIN No. 46 and to exempt certain entities from its
requirements. Special effective dates apply to enterprises that
have fully or partially applied FIN No. 46 prior to issuance
of 46R. Otherwise, application of 46R or FIN No. 46 is
required in financial statements of public entities for periods
ending after December 15, 2003, GBC is still assessing the
impact, if any, 46R and FIN No. 46 will have on the

Company’s results or financial position.
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In December 2003, the FASB issued a revision to SFAS No.
132, “Employers Disclosures about Pensions and Other
Postretirement Benefits.” This statement revises certain
disclosures about pension plans and other postreticement
benefit plans. The additional disclosutes required by this
statement include: information describing the types of plan
assets; investment strategy; measurement date(s); plan
obligations; cash flows; and components of net periodic
benefit cost to be recognized during interim periods. GBC is
required to adopt the new disclosures about foreign plans and

estimated future benefit payments in 2004.

In July 2002, the FASB issued SFAS No. 146, “Accounting
for Costs Associated with Exit and Disposal Activities.” This
statement revises the accounting for exit and disposal activities
under EITF Issue No. 94-3, “Liability Recognition for
Certain Employee Termination Benefits and other Costs to
Exit an Activity,” by spreading out the reporting of expenses
related to restructuring activities. Commitment to 2 plan t©
exit an activity or dispose of long-lived assets will no longer be
sufficient to record a one-time charge for most anticipated
costs. Instead, companies will record exit or disposal costs
when they are “incurred” and can be measured at fair value,
and they will subsequently adjust the recorded liability for
changes in estimated cash flows. The provisions of SFAS
No. 146 are effective prospectively for exit or disposal
activities initiated after December 31, 2002. Companies
may not restate previously issued financial statements for
the effect of the provisions of SFAS No. 146, and liabilities
that a company previously recorded under EITF Issue
94-3 are grandfathered. GBC’s adoption of SFAS No. 146
in 2003 has not had a material impact on its consolidated

financial statements.

In November 2002, the FASB issued Interpretation No. 45,
“Guarantor’s Accounting and Disclosure Requirements for
Guarantees of Indebtedness of Others” (FIN No. 45). The initial
recognition and measurement provisions of this interpretation,
which require a guarantor to recognize a liability ac the
inception of a guarantee at fair value, are effective on a
prospective basis to guarantees issued or modified after January
1, 2003. GBC’s adoption of FIN No. 45 has not had a

material impact on GBC’s consolidated financial statements.

In December 2002, the FASB issued SFAS No. 148,
“Accounting for Stock Compensation — Transition and
Disclosure”, which amends SFAS No. 123. The new standard
provides alternative methods for transition to the fair
value-based method of accounting for stock-based employee
compensation from the intrinsic method. GBC currently
accounts for stock-based employee compensation under the
intrinsic method and has not made a determination as
to when, or if, the Company would change to the fair
value-based method. SFAS No. 148 also amends the
disclosure requirements of SFAS No. 123 to require more
prominent and frequent disclosures in financial statements
abour the effects of stock-based compensation. The required
disclosures have been adopted in the Company’s consolidated

financial statements.

RELATED PARTY TRANSACTIONS

As discussed in notes 1 and 11 to the consolidated financial
statements, GBC and Lane Industries, Inc. (the Company’s
majority shareholder) have entered into Tax Allocation
Agreements, which determine GBC’s U.S. Federal and U.S.
State income liabilities. Other related party transactions are
detailed in GBC’s 2003 Proxy Statement. No other related
party transactions had a material impact on GBC’s financial

position, cash flow, or results of operations.

CRITICAL ACCOUNTING POLICIES

The following accounting policies are considered to be
critical to the understanding of GBC’s financial statements
because their application requires significant management
judgement. The Company’s reported financial results rely
upon estimates and assumptions which are uncertain. For all
of these policies, management cautions that future events
rarely develop exactly as forecast, and even the best estimates

may require adjustment.

Allowance for Doubtful

Accounts and Sales Returns

The provision for doubtful accounts is established based
upon historical losses on trade receivables, the aging of
customer account balances, and the creditworthiness of
specific customers. Historically, GBC has not realized

significant Josses on trade receivables. As discussed under
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Credit Concentration, certain of GBC's customers routinely
carry significant trade receivable balances. Deterioration of
the creditworthiness of such customers could have a significant

negative impact on the financial results of GBC.

An allowance for potential sales returns is established as
revenue is recognized. This allowance is based upon historical
trends for specific customer groups. Additionally, the
Company monitors the “sell through” information provided
by significant resellers of its products. The allowance is
adjusted periodically based upon such information.
Management believes that the allowance is susceptible to
reasonable estimation and adequately provides for future
returns; however, market changes and customer strategies

could impact this estimate in the future.

Allowance for Slow-moving

and Obsolete Inventory

GBC'’s inventory is valued at manufactured cost or purchase
cost. An allowance is established to adjust the cost of
inventory to its net realizable value. The allowance is based
upon historical and estimated future sales of specific inventory
items. Changes in future demand for products or inaccurate
estimates of demand for new products could have a
significant impact on the Company’s allowance. Additionally,
a decision by major resellers of GBC’s products to no longer
carry these products could have a significant impact on the

Company’s future results.

Deferred Income Tax Valuation Allowance

An allowance for deferred income taxes and net loss carry
forwards is established for those items which are expected to
expire unused. GBC determines the valuation allowances by
considering currently available data, historical and projected
taxable earnings and losses by jurisdiction, the Company’s
current financial condition and other relevant factors. If
GBC is unable to generate sufficient future raxable income,
or if there is a marerial change in the time period within
which the underlying temporary differences become taxable
or deductible, the Company could be required to increase
the valuation allowance against all or a significant porrion of
its remaining nert deferred tax assets resulting in an increase in

the effective tax rate.

Tax Reserves

In the normal course of business, GBC is regularly audited by
U.S. Federal; U.S. State and Foreign tax authorities, and is
periodically challenged regarding the amount of taxes due.
These challenges include questions regarding the timing
and amount of deductions and the allocation of income
among various tax jurisdictions. Management believes the
Company’s tax positions comply with applicable tax laws.
In evaluating the exposure associated with various tax filing
positions, GBC maintains accruals for uncertain tax positions.
While the Company believes these reserves are adequate, its
effective income tax rate in a given period could be impacted
if matters for which accruals have been established are

resolved in amounts in excess of or/less than the accruals.

Long-lived Assets

In accordance with SFAS No. 144, “Accounting for the
Impairment of or Disposal of Long-lived Assets,” the
Company reviews potential impairment of long-lived assets
whenever events or circumstances indicate that the carrying
amount of an asset may not be recoverable. During 2003,
2002 and 2001, provisions were established for certain assets
impacted by restructuring activities. Such provisions were
based upon a comparison of the undiscounted cash flows
expected to result from the use and eventual disposition
of the asset or asset group to the carrying amount asset or
asset group. If the undiscounted cash flows are less than the
carrying amount, an impairment is recognized based upon

the fair value of the asset or asset groups.

During 2003, the Company evaluated its investment in
GMP for potential impairment. As a result of this review,
GBC recorded a non-cash charge of $4.7 million to reduce its
investment. See the “GMP Relationship” section of
Management’s Discussion and Analysis of Financial
Condition and Results of Operations for further discussion of
GBCs relationship with GMP.

In accordance with SFAS No. 142, GBC tests its goodwill
balances at least annually to determine whether these assets
are impaired. GBC recorded a non-cash impairment charge
of $110 million ($79 million after-tax) effective January 1,
2002, as the cumulative effect of adopting this standard.
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The Company performs its annual impairment test at
January 1 of each fiscal year. In addition, SFAS No. 142 also
requires that previously recognized intangible assets, other
than goodwill, be reassessed to determine the appropriateness
of the estimarted useful lives of these assecs. Intangible assets
determined to have finite lives are amortized over those lives
and intangible assets that have indefinite lives are not
amortized. As of December 31, 2003, there have been no
events or circumstances which would warrant a revision to

the remaining useful lives of these assets,

ACQUISITIONS AND OTHER

BUSINESS COMBINATIONS

GBC made no acquisitions nor was it involved in any other
business combination transactions during the years 2001
through 2003,

QUANTITATIVE AND QUALITATIVE

DISCLOSURES ABOUT MARKET RISK

GBC is exposed to market risk from changes in foreign
currency exchange rates and interest rates which may affect
the results of its operations and financial condition. GBC
seeks to manage these risks through its regular operating and
financing activities, and when deemed appropriate, through
the use of derivative financial instruments. GBC does not
use any derivative instruments for trading or other speculative
purposes and is not a party to any leveraged financial
instruments. The methods used by GBC to assess and
mitigate the market risks discussed herein should not be

considered projections of future events and exposures.

FOREIGN EXCHANGE RISK MANAGEMENT

As aresult of GBC’s global activities, the Company has assets,
liabilities, loans and cash flows denominated in currencies
other than the U.S. dollar. From time to time, GBC utilizes
a foreign exchange risk mariagement program to manage its
foreign exchange exposures to help minimize the adverse
impact of currency movements. Certain loans and cash flows
in the U.S. and in foreign countries are currently hedged

through foreign currency forward contracts.

The majority of GBC's exposures to currency movements are
in Europe, the Asia/Pacific region, Canada and Mexico, and
the significant hedging transactions related to these areas
outstanding as of December 31, 2003 are presented below.
All of the outstanding contracts have maturity dates in 2004.
Increases and decreases in the fair market values of the
forward agreements are completely offser by changes in the
values of the net underlying foreign currency transaction
exposures. GBC's contracts are primarily for the sale or
purchase of foreign currencies in exchange for U.S. dollars.
Selected information related to GBC’s foreign exchange
contracts as of December 31, 2003 is as follows (all items

except exchange rates in millions):

FORWARD CONTRACTS AS OF DECEMBER 31, 2003

Average Fair
Exchange Notional Market  Gain
CURRENCY SOLD2)  Rgte Amount Volee  (Loss) (1)
Sell Euro/Buy USD 0.89 S 352 $372 s {20
Sell CAD/Buy USD 1.4 il.9 i28 (0.9)
Sell GBP/Buy USD 0.63 40 44 (0.4)
Sell USD/Buy Euro 113 6.2 6.8 0.6
Sell USD/Buy MXN 0.09 6.4 6.3 {0.1)
Sell GBP/Buy Euro 0.81 4.0 40 0.0
Sell Euro/Buy CAD 0.64 48 50 (0.2)
Other 17 8.0 (0.3)
Total $(3.3)

(1) s of December 31, 2003, GBC recorded cumulative unrelized losses of approximately $0.9 million in
its consolidated statement of income related to hedges of intercompany loans (hedge accounfing has not
been applied to thess transactions). Unrealized lossss of approximately $2.4 millon reloted to hedges of
intercompany inventory purchases hove been recorded in Other Comprehensive income.

(2) CAD = Conadion Dollors; 68P = Pound Sterfing; MXN = Mexican Pesos

INTEREST RATE RISK MANAGEMENT

As a result of GBC’s funding program for its global activities,
GBC has various debt obligations upon which incerest is
paid on the basis of fixed and floating rates. GBC uilizes an
interest rate management program to reduce its exposures to
floating interest rates and achieve a desired risk profile. To
accomplish this objective, GBC currently hedges these

exposures by using interest rate swap agreements,
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The table below provides information about GBC's derivative
financial instruments and other financial instruments that are
sensitive to changes in interest rates, including interest rate
swaps and debt obligations. For debt obligations, the table
presents significant principal cash flows and related weighted
average interest rates by expected maturity dates. For interest
rate swaps, the table presents notional amounts and weighted

average interest rates by contractual maturity dates. Notional

DEBT OBLIGATIONS

amounts are used to calculate the contractual payments to be
exchanged under the contracts. Weighted average variable
rates are based on implied forward rates in the yield curve at
the reporting date and the current interest rate spreads under
the Company’s credit facilities. The information is presented
in U.S. dollar equivalents, which is GBC’s reporting curren-
cy. Significant interest rate sensitive instruments as of

December 31, 2003, are presented below (in millions):

STATED MATURITY DATE

2004 2005 2006 2007 2008 Thereafter Total Fair value
Long-term debt:
Fixed Rate ($US) $ 35 5 31 S 30 $32  $1520 - S 1648 S 1659
Average interest rate 7.3% 6.8% 6.6% 6.6% 9.3% - 9.1%
Variable Rate ($US) S10.7 S126 $15.2 s107 S 752 S 10 S 1314 S 1314
Average interest rate (1) 5.6% 5.6% 5.8% 5.6% 57% 54% 5.4%
Shortterm debt:
Variable Rate {$US) $ 58 - - - - - 5 58 S 58
Average inferest rate 4.0% - - - - - 4.0%
(1) Rates prasented ore o5 of December 31, 2003. Refer to "Liquidity and Capital Resources” for further discussion of the interest rafe spreads an GBC's Focility borrowings in 2003.
INTEREST RATE DERIVATIVES MATURITY DATE
2004 2005 2006 2007 2008 Thereafter Total Fair value
Interest Rate Swap $55.0 S50 - - - - S 600 S 08
Average pay rate 4.8% 6.1% - - - - 4.9%
Average receive rate 1.2% 1.2% - - - - 1.2%

Refer to notes 1, 3, 7 and 8 of the consolidated financial statements for additional discussion of GBC's foreign exchange and financial instruments.




REPORT OF INDEPENDENT AUDITORS
To the Board of Directors and Shareholders of General Binding Corporation:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income, cash flows and
stockholders’ equity present fairly, in all marerial respects, the financial position of General Binding Corporation ("GBC”) and its
subsidiaries at December 31, 2003 and 2002, and the results of their operations and their cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America. These financial statements are the
responsibility of GBC’s management; our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits of these statements in accordance with auditing standards generally accepted in the United States of
America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. The financial
statements of General Binding Corporation as of, and for the year ended December 31, 2001, (prior to the adjustments discussed
in notes 1, 2 and 13), were audited by other independent accountants who have ceased operations. Those accountants expressed an
unqualified opinion on those financial statements in their report, dated January 25, 2002 (except with respect to the matters
discussed in Note 13 of the 2001 financial statements, as to which the date was March 9, 2002).

As discussed in notes 1 and 2 to the consolidated financial statements, effective January 1, 2002, the Company adopted Statement
of Financial Accounting Standards No. 142, “Goodwill and Other Intangible Assets” (SFAS No. 142).

As discussed above, the financial statements of General Binding Corporation as of, and for the year ended December 31, 2001, were
audited by other independent accountants who have ceased operations. As described in note 2, these financial statements have been
revised to include the transitional disclosures required by SFAS No. 142, which was adopted by the Company as of January 1, 2002.
Further, as described in note 13, the Company revised the reporting of segment information. We audited such disclosures and
revisions in segment information as described in notes 2 and 13. In our opinion, such transitional disclosures and revisions in
segment information for 2001 in notes 2 and 13 are appropriate and have been properly applied. Also as described in notes 1 and
13, these financial statements have been revised to reflect the adoption of EITF 01-09, as of January 1, 2002. We audited the
revisions to the 2001 statements described in notes 1 and 13 as a result of the adoption of EITF 01-09. In our opinion, such
revisions for 2001 in notes 1 and 13 are appropriate and have been properly applied. However, we were not engaged to audit, review,
ot apply any procedures to the 2001 financial statements of the Company other than with respect to such disclosures and revisions

and, accordingly, we do not express an opinion or any other form of assurance on the 2001 financial sratements taken as a whole.

s gt 1P

PricewaterhouseCoopers LLP
Chicago, Illinois
February 25, 2004



Pradecessor Auditor (Arthur Andersen LLP) Opinion

The following report is o copy of o report previously issued by Arthur Andersen LLP and has not been rsissued by Arthur Andersen LLP. As discussed in notes (1), (2) and (13) to the consolidated financial
stotements, the Company adapted the provisions of Emerging lssues Task Force Issue No. 01-09, “Accounting for Consideration Given by ¢ Vendor to  Customer” (Issue 01-09), and Statement of Financial Accounting
Standards No.142, “Goodwill and Other Infangible Assets™(SFAS No. 142). As discussed in notes (1), (2), and (13) the Company has reflected the impoct of odopfing lssue 0109 in the 2001
consolidated financial statements, the transitional disclosures for 2001 as required by SFAS No. 142 in the notes to the consolidated financia! stutements and revisions to the reporfing of segment information.
The Arthur Andersen LLP report does not extend fo these changes to the 2001 consolidated financial statements and notes thereto. The adjustments to the 2001 consolidated financial statements and notes there-
to were reported on by PricewoterhouseCoopers LLP us stoted in their report appearing herein. Also, the Arthur Andersen LLP report is dual dated with o reference to note 13 of the consolidated finncial stofements.
The reference to nofe 13 of the consoliduted finoncial statements is no longer applicable s such information from prior years has been incorporated info other notes of the consolidoted financiol statements.

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To the Board of Directors and Stockholders of General Binding Corporation:

We have audited the accompanying consolidated balance sheets of General Binding Corporation (“GBC,” a Delaware corporation) and
Subsidiaries as of December 31, 2001* and 2000%, and the related consolidated statements of income, stockholders” equity and cash
flows for each of the three years in the period ended December 31, 2001*. These consolidated financial staterents are the responsibility

of GBC’s management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall consolidated financial statement presentation. We believe that our audits provide a

reasonable basis for our opinion,

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position
of General Binding Corporation and Subsidiaries as of December 31, 2001* and 2000%, and the results of its operations and its cash
flows for each of the three years in the period ended December 31, 2001*, in conformity with accounting principles generally

accepted in the United States.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole. Schedule 11** is the
responsibility of GBC'’s management and is presented for purposes of complying with the Securities and Exchange Commission’s
rules and is not part of the basic financial statements. This schedule™ has been subjected to the auditing procedures applied in the
audits of the basic financial statements and, in our opinion, fairly states in all material respects the financial data required to be set

forth therein in relation to the basic financial statements taken as a whole.

(it Qlwer L0 ¥

Arthur Andersen LLP
Chicago, Illinois
January 25, 2002

{Except with respect to the matters discussed in Note 13, as to which the date is March 9, 2002)

* The bolance sheets as of December 31, 2001 and 2000 and the stutements of income and cash flow for the years ended December 31, 2000 and 1999 cre not presented in this Annual Report on Form 10K.
**This report on Schedule 1l applies for the years ending December 31, 2001, 2000 and 1999, Schedule Il for the years ended December 31, 2000 and 1999 are not presented in this Annual Report on Farm 10
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(000 omitted, except per share data)

YEAR ENDED DECEMBER 3%,

2003 2002 2001
Scles:
Domestic sales S 434,266 S 452103 S 456,947
International sales 263,642 249,625 254,996
Net safes 697,908 701,728 711,943
Costs and expenses:
Cost of sates:
Product cost of sales, including development and engineering 419,703 422,952 435,126
Inventory rationalization and write-down charges - 1,049 8,843
Selling, service and administrative 222,738 226,576 231,959
Amortization of goodwill - - 9711
Amortization of other intangibles 754 853 1,054
Interest expense 34,408 39,898 37,153
Restructuring and other:
Restructuring 11,102 8,013 7,269
Other 4,679 1,081 6,153
Other expense [income), net 156 247 {1,005)
Income (loss] before taxes and cumulative effect of accounting change 4,368 1,059 (24,320
Income tax expense (benefit] 7,630 2,645 {4,849)
Net (loss) before cumulative effect of accounting change (3,262) {986) (19,41}
Cumulative effect of accounting change, net of taxes - 79,024 -
Net (loss) S (3,262) S (80,010) S {1947
Other comprehensive income {loss), net of taxes:
Foreign currency translation adjustments 8,695 519 (2,738)
Minimum pension liabilities 1,749 (10,205) -
Income {loss} on derivative financial instruments 686 (873) {1,799)
Comprehensive income (loss) S 7,868 S 85297) S {24008)
Net (loss) per common share: (1)
Basic and Diluted S [0.20) ) (5.04) S (1.24)
Weighted average number of common shares outstanding (2
Basic and Diluted 15,978 15,883 15,761

) Amounts represent per share amounts for both Common Stock and Class B Commen Stock.
o Weighted average shores indludes both Common Stack and Class B Common Stack.

The accompanying notes to consolidated financial statements are an integral part of these statements,
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AS OF DECEMBER 31,

2003 2002
ASSETS
Current assets:
Cash and cash equivalents $ 9,568 § 1B
Receivables, less allowances for doubtful accounts
and sales returns: 2003 - $16,614 and 2002 - $18,568 128,391 121,709

Inventories, net 86,240 91,920

Deferred tax assets . 22,002 20,804

Prepaid expenses 6,915 6.908

Other 4,997 7,201

Total current assets 258,113 266,793
Capital assets at cost:

Land and land improvements 6,136 5976

Buildings and leasehold improvements 51,634 48,451

Machinery and equipment 150,587 143,355

Computer hardware and software 67,503 64,205
Total capital assets at cost 275,860 261,987
Less - accumulated depreciation (180,874) {155,110

Net capital assets 94,986 106,877
Goodwill and other intongible assets, net of accumulated amortization 152,008 156,156
Long-term deferred tax assets - 802
Other 25,476 23,881

Total Assets $ 530,583 S 554,509
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Accounts payable S 51,253 S 50459

Accrued liabilities:

Salaries, wages and retirement plan contributions 13,273 14,814
Deferred income on service maintenance agreements 10,512 10,565
Accrued customer allowances 19,747 17,587
Restructuring reserve 6,327 5,536
Other 35,260 38,077

Notes payable 5,819 10,806

Current maturities of longterm debt 14,176 15,848

Total current fiabilities 156,367 163,692
Long+erm debt, less current maturities 282,019 314,766
Other long-term liabilities 34,580 33,920
long-term deferred tax liabilities 3,408 -
Contingencies ‘ - -
Stockholders’ equity:

Common stock, $.125 par value; 40,000,000 shares authorized;

15,696,620 shares issued and outstanding at December 31, 2003 and 2002 1,962 1,962
Class B common stock, $.125 par value; 4,796,550 shares authorized;

2,398,275 shares issued and outstanding at December 31, 2003 and 2002 300 300
Additional paid-in capital 26,727 23,561
Treasury stock - 2,062,641 and 2,154,028 shares at December 31, 2003 and 2002 (23,588) {24,632)
Retained earnings 63,409 66,071
Accumulated other comprehensive income (14,601) (25,731)

Total stockholders’ equity 54,209 4213

Total Liabilities and Stockholders’ Equity $ 530,583 S 554,509

The accompanying notes to consolidated financial statements are an integral part of these statements.



{000 omitted)
YEAR ENDED DECEMBER 31,

2003 2002 2001

CASH FLOWS FROM OPERATING ACTIVITIES:
Net {loss) S (3262 S (80,010 S (1941)
Adjustments to reconcile net loss to net cash

provided by operating activities:

Cumulative effect of accounting change, net of tax - 79,024 -
Depreciation 20,141 22,836 22782
Amortization 5,021 5,576 16,484
Restructuring and other 11,102 9,094 13,422
Provision for doubtful accounts and sales returns 3,090 4,095 6,359
Provision for inventory reserves 5524 4,561 4,639
ln‘venfory rationalization and writedown charges - 1,049 8,843
Non-cash sale of subsidiary - 1,150 -
Non<ash loss on disposal or impairment of investment 4,679 1,137 -
Decrease (increase) in non-current deferred taxes 5719 7,549 (11,924)
Decrease (increase) in other longterm assets 4,739 1,897 (1,437}
Other 501 128 {9)
Changes in current assets and liabilities:
{increase) decrease in receivables (1,404) {6,135) 25,976
Decrease in inventories 5,400 3973 9,575
Decrease in other current assets 3,526 1,132 688
Decrease |increase) in deferred tax assets {150) {3,604) 6,091
Decrease in accounts payable and accrued liobilities {11,194) {9,227 {27,635}
(Decrease] increase in accrued income taxes (1,808) 241 (3,178}
Net cash provided by operating activities 51,624 46,466 51,205
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures (8,468) {9,010} {14,897}
Payments for acquisitions and investments (2,162) (416} (110}
Proceeds from sale of subsidiary - 470 -
Proceeds from sale of plant and equipment 102 1,286 538
Net cash used in investing activities ) {10,528) {7,670} {14,469)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from longterm borrowings-maturities greater than 90 days 182,640 344,610 1,223
Repayments of long-term debt-maturities greater than 90 days (122,586) {270,827} (2,183)
Net change in borrowings-maturities of 90 days or less (91,179) {151,684} 12,857
(Decrease} increase in current portion of longterm debt (9,418) (186) 67
Payments of debt issuance costs {4,154} (3,438) -
Confribution (distribution) related fo tox allocation agreement 2,537 1,490 (439)
Purchase of treasury stock - - {(17)
Proceeds from the exercise of stock options 7371 1,164 ‘ 526
Net cash (used in) provided by financing activities (41,423) (78,871) 12,034
Effect of exchange rates on cash (8,356) (1,610) 2,029
Net (decrease) increase in cash and cash equivalents (8,683) (41,685) 50,799
Cash and cash equivalents at the beginning of the year 18,251 59,936 9,137
Cash and cash equivalents at the end of the period S 9,568 S 1825 S 59,93
Supplemental disclosure of cash flow information:
Cash paid during the period for:
Interest paid $ 30814 S 34263 S 35018
Income taxes paid (recovered), net 4,006 (6,708) 1,389

The accompanying notes to consolidated financial statements are an integral part of these statements.
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ST T ATTITS A D I T T QT e s Ty 2
(000 omitted, except share data)
Accumulated
Closs B Additional Other
Common  Common Paid in Retained Treasur Comprehensive
Stock Stock Capital Earnings SfotZ Income {2) Tota!
Balance at December 31, 2000 S 192 § 300 S 22268 S 166,152  S(27,096) S {15907) S 147679
Net {loss} - - - (19,471} - - (19,471)
Capital distribution {1} - - (439) - - - {439)
Exercise of stock options - - {303) - 829 - 526
Purchase of treasury stock at cost - - - - (17) - {17)
... Tax benefit of options exercised - - n - - - 70
Value of vested stock options - - 44 - - - 44
Losses on derivative
financial instruments - - - - - {1,799) (1,799
Translation adjustment - - - - - {2,738} {2,738)
Balance at December 31, 2001 1,962 300 21,640 146,681 (26,284) (20,444) 123,855
Net {loss) - - - (80,010) - - (80,010}
Capital contribution (1} - - 1,490 - - - 1,490
Exercise of stock options - - {488) - 1,652 - 1,164
Compensation for
restricted stock units - - 389 - - - 389
Tax benefit of options exercised - - 530 - - - 530
Losses on derivative
financial instruments - - - - - (873) {873)
Minimum pension liabilities - - - - - (10,205) {10,205)
Translation adjustment - - - - - 5791 519
Balonce at December 31, 2002 1,962 300 23,561 66,671 (24,632) {25,731} 42131
Net {loss) - - - (3,262} - - (3,262)
Capital contribution (1) - - 2537 ~ - - 25371
Exercise of stock options - - (307) - 1,044 - 737
Compensation for
restricted stock units - - 127 ~ - - b
Tax benefit of options exercised - - 209 - - - 209
Gains on derivative
financial instruments - - - ~ - 686 686
Minimum pension liabilities - - - ~ - 1,749 1,749
Translation adjustment - - - ~ - 8,695 8,695
Balance at December 31, 2003 S 1,962 S 300 $26727 S 63,409  $(23,588) S (14,601) S 54,209
(1) Amount represents o capitc! contibution from (distribution to) GBC's mafority sharehelder (Lane Industries, Inc) under Tox Allocotion Agreements. See notes 1 and 11 fo the consolidoted financial statements for
additional information,
(2) The net—of—tax components of Other Comprehensive Income ot December 31 were: a) 2003 — currency translafion (54,159), hedging activities (51,986), minimum pension liobilities (58,456); b) 2002 —
cureency tronslation (512,854), hedging activities (52,672), minimum pension fiabifiies ($10,205); and ¢) 2001 — curency tanslation (518,645), hedging activifies (51,799).
SHARES OF CAPITAL STOCK Common Stock Cluss B Common Stock Tredsury Stack {3 Net Shares
Shares at December 31, 2000 15,696,620 2,398,275 (2,369,696) 15,725,199
Exercise of stock options - - 72,550 72,550
Purchase of treasury stock - - (1,892) (1,892)
Shares at December 31, 2001 15,696,620 2,398,275 {2,299,038) 15,795,857
Exercise of stock options - 145,010 145,010
Shares at December 31, 2002 15,696,620 2,398,275 {2,154,028) 15,940,867
Exercise of stock options - -~ 91,387 91,387
Shares at December 31, 2003 15,696,620 2,398,275 (2,062,641) 16,032,254

(3) Shores held in feosury ore shores of Common Stock

The accompanying notes to consolidated financial statements are an integral part of these stotements.




{1} SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Consolidation

The consolidated financial statements include the accounts
of General Binding Corporation (“GBC”) and its domestic
and international subsidiaries. Intercompany accounts and
transactions have been eliminated in consolidation.
Investments in companies which are 20% to 50% owned are
treated as equity investments, and GBC's share of earnings is
included in income. Investments in companies where GBC

owns 1n excess of 50% have been consolidated.

Certain amounts for prior years have been reclassified to

conform to the 2003 presentation.

{b} Cash and Cash Equivalents
Temporary cash investments with original maturities of three

months or less are classified as cash equivalents.

(c) Inventory Valuation
Inventories are valued at the lower of cost or market on a first-
in, first-out basis. Inventory costs include labor, material and

overhead. Inventory balances are net of valuation allowances.

(d) Depreciation of Capital Assets
Depreciation of capital assets for financial reporting is
computed principally using the straight-line method over the

following estimated lives:

Buildings 8-50 years
Machinery and equipment 3-20 years
Computer hardware and software 2-10 years

Leasehold improvements Lesser of lease term or useful life

Routine repair and maintenance costs are expensed as
incurred. Significant repair or maintenance costs incurred

which extend the useful lives of assets are capiralized.

(e) Goodwill and Other Intangible Assets
In 2001, for financial reporting purposes, goodwill and other
intangible assets were amortized using the straight-line method

over their estimated useful lives, generally 10 to 40 years.

Effective January 1, 2002, GBC adopted SFAS No. 141,
“Business Combinations,” and SFAS No. 142, “Goodwill

and Other Intangible Assets.” With the adoption of SFAS
No. 142, goodwill is no longer subject to amortization over
its useful life. Rather, goodwill is subject to ar least an
annual assessment for impairment by applying a fair-value-
based test. GBC performs its annual impairment test during
the first quarter of each year, commencing with the first
quarter of 2002. Also, under the new rules, an acquired
intangible asset (other than goodwill) would be separately
recognized if the benefit of the intangible asset is obtained
through contractual or other legal rights, or if the intangible
asset can be sold, transferred, licensed, rented, or exchanged,

regardless of the acquiret’s intent to do so.

{f) Income Taxes

Deferred tax assets and labilities are recognized for the furure
tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and
liabilities and their respective tax bases. Future tax benefits,
such as net operating loss carry forwards, are recognized to the

extent thar realization of such benefits is more likely than not.

GBC’s policy is to record U.S. income taxes on the earnings
of its international subsidiaries that are expected to be
distributed to GBC. As of December 31, 2003, the cumula-
tive amount of undistributed earnings of international
subsidiaries upon which U.S. income taxes have not been
recorded was approximately $45.1 million. In the opinion of
management, this amount remains permanently invested in

the internartional subsidiaries.

GBC is included in the consolidated U.S. Federal Income tax
return and certain U.S. State Income tax returns of its
majority shareholder, Lane Industries, Inc. The amount of
income tax liability for which GBC will be responsible is
determined by Tax Allocation Agreements between the
Company and Lane Industries. Differences between GBC’s
liability on a “separate recurn” basis and that computed under
the Tax Allocation Agreements are reflecred in GBC's financial

statements as either a capital contribution or distribution.

{g) Revenue Recognition
GBC recognizes revenues from product sales and services

when earned, as defined by GAAP, and in accordance with



SEC Staff Accounting Bulletin No. 101 (SAB No. 101).
Specifically, revenue is recognized when persuasive evidence
of an arrangement exists, delivery has occurred, the price is
fixed or determinable, and collectibility is reasonably assured.
For product sales, revenue is not recognized until tite and
risk of loss have transferred to the customer, generally upon
shipment. The Company also derives income from service
maincenance agreements. Income from such agreements is
deferred and recognized over the term of the agreement
(generally one to three years), primarily on a straight-line
basis. GBC provides for its estimate of doubtful accounts, sales

returns, and sales incentives at the time of revenue recognition.

(h) Sales Incentives

GBC offers a variety of sales incentives to resellers and
consumers of its products. The incentives primarily consist of
rebates, volume and growth incentives, marketing development
funds, caralog allowances and cooperative advertising. The cost
of these incentives is estimated based upon the terms of the cus-
tomer agreements, along with historical and projected customer

purchase volumes, and is recorded as a reduction in revenue.

(i) Use of Estimates

The preparation of financial statements in conformity with
generally accepted accounting principles requires the use of
certain estimates by management in determining the entity’s
assets, liabilities, revenues and expenses. Actual results could

differ from those estimates.

{i) Financial Instruments

Many of GBC’s financial instruments (including cash and
cash equivalents, accounts receivable, notes payable, and other
accrued liabilities) carry short-term maturities; as a result,
their fair values approximate carrying values. As of December
31, 2003, approximately 43% of GBC’s long-term debt
obligations, including current maturities of long-term debt
obligations, had floating interest rates, and the remaining debt
obligations had a fixed interest rate. With the exception of the
senior subordinated notes (see note 7), the fair value of these

instruments approximates the carrying value.

Amounts currently due to or due from interest rate swap

counterparties are recorded in interest expense in the period

in which they accrue. Gains and losses on hedging firm
foreign currency commitments are deferred and included as a

component of the related transaction which is being hedged.

(k) Related Parties

GBC has relationships with several related parties. Lane
Industries, Inc. is GBC’s majority shareholder, and controls a
majority of the voting shares of GBC. Transactions between
GBC and Lane Industries, which primarily relate to shared
administrative services, are immaterial. However, as described
in note 1{f), GBC and Lane Industries have entered into “Tax
Allocation Agreements,” which may significantly impact the

amount of U.S. taxes received or paid by GBC in any year.

GBC also has relationships with certain unconsolidated joint
ventures. As part of the on-going relationships with these
entities, GBC both buys and sells products from/to these
entities. Transactions, with respect to sales and credit terms,

are conducted at “arms-length” terms.

(I} New Accounting Standards

In January 2003, the FASB issued Interpreration No. 46 (FIN
No. 46), “Consolidation of Variable Interest Entities.” The
objective of FIN No. 46 is to improve financial reporting by
companies with transactions involving variable interest entities.
Prior to FIN No. 46, companies generally included another
entity in its consolidated financial statements only if it con-
trolled the entity through voting interests. Under FIN No. 46,
a variable interest entity would be consolidated by a company
if that company is subject to a majority of the risk or loss from
the variable interest entity’s activities or entided to receive a

majority of the entity’s residual returns or both.

In December 2003, the FASB issued a revision to FIN No. 46
(“46R”) to clarify certain provisions of FIN No. 46 and to
exempt certain entities from its requirements. Special effec-
tive dates apply to enterprises that have fully or pardally
applied FIN No. 46 prior to issuance of 46R. Otherwise,
application of 46R or FIN No. 46 is required in financial
statements of public entities for periods ending after
December 15, 2003. GBC is still assessing the impact, if any,
46R and FIN No. 46 will have on the Company’s results or

financial position.




In December 2003, the FASB issued a revision to SFAS
No. 132, “Employers Disclosures about Pensions and Other
Postretirement Benefits.” This statement revises certain
disclosures about pension plans and other postretirement
benefic plans. The additional disclosures required by this
statement include: information describing the types of
plan assets; investment strategy; measurement date(s); plan
obligations; cash flows; and components of net periodic
benefic cost to be recognized during interim periods. GBC is
required to adopt the new disclosures about foreign plans and

estimarted future benefit payments in 2004.

In July 2002, the FASB issued SFAS No. 146, “Accounting
for Costs Associated with Exit and Disposal Activities.” This
statement revises the accounting for exit and disposal
activities under EITF Issue No. 94-3, “Liability Recognition
for Certain Employee Termination Benefits and Other Costs
to Exit an Activity,” by spreading out the reporting of
expenses related to restructuring activities. Commitment to a
plan to exit an activity or dispose of long-lived assets will no
longer be sufficient to record a one-time charge for most
anticipated costs. Instead, companies will record exit or
disposal costs when they are “incurred” and can be measured
at fair value, and they will subsequently adjust the recorded
liability for changes in estimated cash flows. The provisions of
SFAS No. 146 are effective prospectively for exit or disposal
activities initiated after December 31, 2002. Companies may
not restate previously issued financial statements for the effect
of the provisions of SFAS No. 146, and liabilities thar a
company previously recorded under EITF Issue 94-3 are
grandfathered. GBC'’s adoption of SFAS No. 146 in 2003,
did not have a material impact on its consolidated financial

statements.

On January 1, 2001, GBC adopted SFAS No. 133,
“Accounting for Derivative Instruments and Hedging
Activities,” and SFAS No. 138 “Accounting for Certain
Derivative Instruments and Certain Hedging Activities.”
These statements establish accounting and reporting
standards for certain derivative financial inscruments and
hedging activities (including certain derivative instruments
embedded in other contracts) and require GBC to recognize

all derivatives as either assets or liabilities on the balance sheet

and measure them at fair marker value. The adjustments to
GBC’s financial statements as a result of adopting these

standards were not significant.

Effective January 1, 2002, GBC implemented EITF Issue
No. 01-09 “Accounting for Consideration Given by a Vendor
to a Customer (Including a Reseller of the Vendor’s
Products).” This pronouncement specifies when companies
are required to record the cost of certain sales incentives and
how the costs are to be classified in the income statement.
GBC previously recorded the costs of such sales incentives as
selling expenses in its income statement; these costs are now
recorded as a reduction in sales. The prior years’ results have
been restated for this change. The impact on the prior years
results was to reduce both net sales and selling, service and
administrative expenses by $72.3 million in 2001. There has
been no change to operating income as a result of the imple-
mentation of this standard; however, operating income mar-

gins have increased.

Effective January 1, 2002, GBC implemented SFAS No. 141,
“Business Combinations,” and SFAS No. 142, “Goodwill
and Other Intangible Assets.” With the adoption of SFAS
No. 142, goodwill is no longer subject to amortization
aver its useful life. Rather, goodwill is subject to at least an
annual assessment for impairment by applying a fair-value-
based test. Under the new rules, an acquired intangible asset
would be separately recognized if the benefit of the intangible
asset is obtained through contractual or other legal rights, or
if the intangible asset can be sold, wransferred, licensed, rented,

or exchanged, regardless of the acquirer’s intent to do so.

In November 2002, the FASB issued Interpretation No. 45,
“Guarantor’s Accounting and Disclosure Requirements for
Guarantees of Indebtedness of Others” (FIN No. 45). The
initial recognition and measurement provisions of this inter-
pretation, which require a guarantor to recognize a liability at
the inception of a guarantee at fair value, are effective on a
prospective basis to guarantees issued or modified after
January 1, 2003. The adoption of FIN No. 45 has not had a

material impact on GBC's consolidated financial statements.

In December 2002, the FASB issued SFAS No. 148,

“Accounting for Stock Compensation — Transition and



Disclosure”, which amends SFAS No. 123. The new standard
provides alternative methods for transition to the fair
value-based method of accounting for stock-based employee
compensation from the intrinsic method. GBC currentdy
accounts for stock-based employee compensation under the
intrinsic method and has not made a determination as
to when, or if, the Company would change to the fair
value-based method. SFAS No. 148 also amends the
disclosure requirements of SFAS No. 123 to require more
prominent and frequent disclosures in financial statements
about the effects of stock-based compensation. The required

disclosures have been adopted by the Company.

{m) Stock Compensation Plan

GBC has a stock-based employee compensation plan that
provides for stock options and restricted stock units. The
Company applies the recognition and measurement
principles of Accounting Principles Board Opinion No. 25,
“Accounting for Stock Issued to Employees,” and related
interpretations in accounting for these plans. In accordance
with the intrinsic value method, no compensation expense is
recognized for the Company’s fixed stock option plans. The
following table illustrates the effect on net income and
earnings per share (EPS) if the company had applied the fair
value provisions of SFAS No. 123, “Accounting for
Stock-Based Compensation”, to all stock-based employee
compensation (000 omitted):

YEAR ENDED DECEMBER 31,
2003 2002 2001

Net (loss), as reported S (3,262) S (80,010) S {19471)

Add: Stockbased employee
compensation expense
included in reported net
income, net of tax - - -

Deduct: Total stock-based

employee compensation

expense determined under

the fair value method,

net of tax $ (2071) S (2752) S (2,860)
Pro forma net {loss) S (5333) S(8276n)  §(22331)

Earnings per basic and
diluted common share

As reported $ (0.20) S (504 S (.M
Pro forma S (0.33) § 5.2y S (142

Pro forma compensation expense for stock options was
calculated using the Black-Scholes model, with the following
weighted-average assumptions for grants in 2003, 2002, and
2001 respectively: expected life of ten years for 2003 and
2002, and eight years for 2001; expected volatility of 56%,
50% and 55%; and risk-free interest rates of 3.75%, 4.87%,
and 5.29%. The weighted-average fair values of stock oprions
granted were $6.07, $8.89 and $5.31 in 2003, 2002 and
2001, respectively.

(2) GOODWILL AND OTHER INTANGIBLE ASSETS

In accordance with SFAS No. 142, GBC tests its goodwill
balances to determine whether these assets are impaired.
The annual impairment test is performed as of January 1.
After performing the impairment test in 2002, GBC record-
ed a non-cash charge of $110 million ($79 million after-tax),
primarily related to the impairment of goodwill in the office

products business of the Commercial and Consumers Group.

SFAS No. 142 also requires that previously recognized intan-
gible assets, other than goodwill, be reassessed to determine
the appropriateness of the estimated useful lives of these
assets. Intangible assets determined to have finite lives are
amortized over those lives, and intangible assets that have
indefinite lives are not amortized. As of December 31, 2003,
there have been no events or circumstances which would

warrant a revision to the remaining useful lives of these assets.

GBC’s carrying values for goodwill by business segment as of
December 31, 2003 and 2002 are summarized below (000
omirtted). The change in the carryiﬁg amount for goodwill
between December 31, 2002 and December 31, 2003 is
related to the impairment charge of GBC’s investment in
GMP Co. Lid. (“GMP”) and changes in foreign currency

exchange rates (000 omitted).

CARRYING AMOUNT AT DECEMBER 31,

2003 2002

Commercial and Consumer Group ~ $ 143,843 S 140749
Industrial and Print Finishing Group 4,440 5,924
Other 292 5,004
Total $ 148,575 S 151,677




In 2003, GBC recorded a $4.7 million non-cash charge
to reflect the impairment of GBC'’s investment in GMP
The Company has an ownership interest in GMP of
approximately 20%, and accounts for its investment under
the equity method of accounting. In the fourth quarter of
2003, GBC recognized its share (approximating $1.2
million) of GMP’s fourth quarter 2003 loss. As a result of
GMP’s poor financial performance and other business factors,

GBC determined that its investment in GMP was impaired.

GBC’s other intangible assets as of December 31, 2003 and
2002 are summarized below (000 omirtted):

Gross Carrying Amount  Accumulated Amortization
at December 31, at December 31,

2003 2002 2003 2002

Customer agreements

and relationships $7,000 S 7000 S (3860} S5(3107)
Patents 1,464 1,464 {1,171} (878)
Total $8464 S B464 S (5031) S (3985)

Amortization expense related to GBC’s other intangible assets
g

is summarized below (000 omitted):

FISCAL YEAR ENDED DECEMBER 31,

Amortization Expense

2004 S 1,047
2005 754
2006 754
2007 134
2008 124

(3) FOREIGN CURRENCY
EXCHANGE AND TRANSLATICN

The assets and liabilities of GBC'’s subsidiaries outside the
U.S. are translated from their local currencies at year end
rates of exchange, and income and cash flow statements
are translared at weighted-average rates of exchange. Foreign
currency translation adjustments are included in other
comprehensive income in the consolidated statements of

income and as a separate component of stockholders™ equity.

The accompanying consolidated statements of income
include net gains and losses on foreign currency transactions.
Such amounts are reported as other income (expense) and are
summarized as follows (000 omitted):

YEAR ENDED DECEMBER 31,
Foreign Currency Transaction Gain/{Loss) {1}

2003 1t
2002 i 7B -
2001 (322)

(1) Foreign currency wansaction gains/lassas e subjedt to income toxes af the respective cauntry's
effective fox rate.

(4) INVENTORIES

Inventories are summarized as follows {000 omirted):
DECEMBER 31,

2003 2002

Raw material S 19,239 S 21,362
Work in progress 6,445 7,380
Finished goods 74,532 75,344
Gross inventory 100,216 104,086
Less reserves (13,976) (12,166)
Net Inventory S 86240 S5 91920

{5) RESTRUCTURING AND OTHER

Pre-tax restructuring charges in 2003 totaled $11.1 million,
related to the following projects: 2) relocating the manufacturing
of labor intensive visual communication products from the
Company’s facility in Booneville, Mississippi to Nueveo Laredo,
Mexico; b) closing a binder manufacturing plant in Amelia,
Virginia and consolidating production in the Company’s plant
in Lincolnshire, lllinois; ¢) company-wide workforce reduction
programs; and d) subleasing a manufacturing facility as part of
a previously announced restructuring. Approximately 420

employees will be affected as a result of these actions.



The restructuring charges associated with the 2003 projects

consist of the following (in millions):

Asset Impuirments  Lease

and Other  Cancellation
PROJECT Severance Exit Costs Costs Total

Relocating
manvufacturing
from Booneville

to Nuevo Laredo § 26 § 45 R RA
Plant closure -

Amelia, Virginia 0.2 - ~ 0.2
Reduction-in-force

programs 24 - ~ 24
Sublease

manufacturing facility - - 14 14

$5.2 $45 $14  S1

The transition of manufacturing operations from Booneville,
Mississippi to Nuevo Laredo, Mexico began in July 2003,
and is expected to be completed by the end of the second
quarter of 2004. The closing of the Amelia, Virginia plant
commenced in the first quarter of 2004 and is expected to be
completed by the end of second quarter of 2004. Initiatives

related to work force reductions were implemented during

the second half of 2003.

During 2002, GBC recorded pre-tax restructuring charges of
$8.0 million for expenses relared the following projects: a)
closing the Company’s facility in Buffalo Grove, Illinois and
transferring the manufacturing and administrative functions
to other GBC locations; b) downsizing a binder manufacturing
facility in Amelia, Virginia; c) severance costs associated with
the crearion of the Commercial Consumer Group; and d)
charges related to the reorganization of certain corporate and

other support functions.

The restructuring charges associated with the 2002 projects

consist of the following (in millions):

Asset Impairments  Lease
and Other  Cancellation

PROJECT Severance Exit Costs osts  Toto!
Buffalo Grove

facility closure S 07 S 16 S 08 S 3
Downsizing of

Amelia facility 08 03 - L

Commercial and

Consumer Group 1.6 0.2 - 18

Reduction in
support functions 2.0 ~ - 20

$ 5. $21 $08 $80

[
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The transition of manufacturing operations from the Buffalo
Grove facilicy was completed in 2002; administrative and
support personnel previously located in the Buffalo Grove
facility were transferred to other GBC locations by early
2003. Actions associated with the Amelia facility and other

reductions in force were completed in 2002.

During 2001, GBC recorded pre-tax restructuring charges of
$7.3 million, which consisted of: a) $2.7 million related to
the shutdown of GBC’s Ashland, Mississippi operations; b)
$2.0 million related to closure of GBC’s distribution and
administrative facility in Germany; ) $0.5 million related to
facility reductions in the United Kingdom; d) $0.4 million
related to the shutdown of operations in Poland; and ¢) $1.7
million for work force reductions in the Company’s, Europe,
Commercial and Consumer, and Industrial and Princ

Finishing Groups.

The components of the restructuring expenses are as follows
(000 omitted):

YEAR ENDED DECEMBER 31,

2003 2002 2001
Severance and early
retirement benefits $ 5240 § 5092 S 394
Assets write-offs and
write-downs 4,457 . 1,846 1,912
Lease cancellation expenses 1,405 845 612
All other restructuring
expenses - 230 829
Total Restructuring
Expenses S11,102 S 8m3 § 7,269

Management believes that the restructuring provisions
recorded will be adequate to cover estimated restructuring
costs related to these activities that will be paid in future
petiods. The balance in the restructuring reserve at December
31, 2003 is primarily related to severance, asset write-downs,
lease expenses, early retirement and other benefit expenses to

be paid in the future periods.




Changes in the restructuring reserve for the years ended December 31, 2003 and 2002 were as follows (000 omitted):

Asset Impairments

Severance and Other Exit Costs Leose Cancellation Costs Total
Balance at December 31, 2001 S 3m S 1983 § - S 5206
Activities during the yeor:
Provision 5,092 2,076 B45 8,013
Cash charges {4,789) (675) {145) {5,109}
Non-cash charges - (2,574) - {2,574)
Balance at December 31, 2002 4,026 810 700 5,536
Activities during the year:
Provision 5,240 4,457 1,405 11,102
Cash charges (3,850 {210) (676) {4,736}
Non<ash charges - {4,497) 839 (3,658)
Balance at December 31, 2003 (1) $ 5416 S 560 $ 2,268 S 8,244

(1) The restructuring reserve ot Decermber 31, 2003 consisted of 56.3 million related to current items reported in the balance shest os o seporate ftem and $1.9 million related to long term lsase cancellation costs reported in the bak

ance sheet s a companent of other long-tern kabilities.

During 2003, 2002 and 2001, GBC incurred other charges of $4.7 million, $1.1 million and $6.2 million, respectively. The

components of these charges are as follows (000 omitted):

YEAR ENDED DECEMBER 31,

2003 2002 2001

Contractual severance payments to former CEQ $ - S - S 236
Signing bonus and fransition expenses for new Chairman and CEO - - 1,640
Severance payments for others, including former CFO - 456 1,063
Loss on sale of assets of New Zealand operations - ~ 1,089
Production transition costs of closed/down-sized facilities - 625 -
Impairment of investment in GMP 4,679 - -
$ 4679 S 1081 S 6,153

{6} RETIREMENT PLANS AND POST-RETIREMENT BENEFITS
GBC sponsors a 401(k) plan for its full-time domestic
employees. The participants of the 401(k) plan may
contribute from 1% to 25% of their eligible compensation
on a pretax basis. GBC makes annual contributions that
match 100% of pretax contributions up to 4.5% of
eligible compensation. Substantially all eligible full-time
domestic employees can participate in the 401(k) plan.
GBC’s contributions to the plan were $3,003,000 in 2003,
$3,319,000 in 2002 and $3,871,000 in 2001.

GBCs international subsidiaries sponsor a variety of defined
benefit and defined contribution plans. These plans provide
benefits that are generally based upon the employee’s years of
credited service. The benefits payable under these plans, for
the most part, are provided by the establishment of trust

funds or the purchase of insurance annuity contracts. At

Decernber 31, 2003, the accumulated benefic obligation
(ABO) is in excess of the plan assets for certain of these plans.
The projected benefic obligation, ABO, and fair value of plan
assets at December 31, 2003 for these plans were $26.8
million, $25.8 million and $15.9 million, respectively, and
$23.6 million, $22.7 million and $12.5 million at December
31, 2002, respectively.

In 2001, GBC established a defined benefit Supplemental
Employee Retirement Plan (“SERP”) for the Company’s
current Chairman, President and CEQ. Benefits under the
SERP vest over nine years. At age 62 and, assuming full
vesting, the SERP would pay an annual pension benefit of
$450,000. This plan is not currently funded.

GBC currently provides certain health care benefits for eligible

domestic retired employees. Employees may become eligible
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for those benefits if they have fulfilled specific age and service requirements. GBC monitors the cost of the plan, and has, from time
to’ time, changed the benefits provided under this plan. GBC does not pre-fund its obligations and reserves the right to make
additional changes or terminate these benefits in the future. Any changes in the plan or revisions of the assumptions affecting

expected future benefits may have a significant effect on the amount of the obligation and annual expense.

The following tables provide a reconciliation of the changes in GBC's benefit plan obligations and the fair value of assets (000 omitted):

PENSION BENEFITS OTHER BENEFITS
2003 2002 2003 2002
Domestic  International Domestic International Domestic  Domestic
Reconciliation of benefit obligation:
Benefit obligation at beginning of year S S 26418 S 14 § 1,305 S 8470 S 8653
Interest cost 28 1,388 10 1,206 531 601
Service cost 275 615 230 668 719 708
Contributions - 245 - 206 - -
Actuarial loss {gain) 57 (382) 47 2,530 1,574 (1,339)
Plon amendment - - - (1,049) {385) N4
Benefit payments - (1,219) - {1,146) (577 (367)
Exchange rate fluctuations - 3,259 - 1,649 - -
Benefit obligation at end of year $ M S 30,324 S 43 S 25369 $ 10332 § 8470
Reconciliation of fair value of plan assets:
Fair value of plan assets at beginning of year  $ - S 16,828 S - S 16,806 $ - S -
Actucl return on plan asset - 2,245 - (1,873} - -
Ceniributions - 1,517 - 1175 577 367
Benefit payments - (1,219) - (1,148} {577} (367}
Exchange rate fluctuctions ~ 2,431 - 1,866 - -

Fair value of plan assets at end of year S - $ 21,802 S - S 16,828 S - S -

Reconciliation of funded status:

Funded status at end of year S (791) S (8,522) S 43 S (9,590) §(10,332) S (8470)
Unrecognized transition (asset) obligation - - - (108) 373 629
Unrecognized prior service costs - {773) - {749) - 214
Unrecognized loss 109 10,240 53 11,162 3,663 2,202

Net amount recognized S (682) S 945 S (378) S 715 S (6296) S (5425)

The following table provides the amounts recognized in the consolidated balance sheets as of December 31, 2003 and 2002 (000 omitted):

PENSION BENEFITS OTHER BENEFITS
2003 2002 2003 2002
Domestic International Domestic International Domestic Domestic
Prepaid benefit cost $ - S 1,490 S - S 875 S - 5 -
Accrued benefit liability (791) {10,104) (378) {10,365) {6,296} (5,425}
Accumulated other
Comprehensive income 109 9,559 - 10,205 - -

Net omount recognized S (682) $ 945 S (378) S 75 $(6,296) S [5425)
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The following table provides the components of net periodic pension cost for the plans for 2003, 2002, and 2001 (000 omitted):

2003 2002 2001

Domestic _International Domestic International Domestic International

Service cost S 25 615 S %0 S 668 S 138 S 760

Interest cost 28 1,388 10 1,206 - 1,202

Expected return on plan assets - (1,182) - (1,278) - {1,511}
Amortization of unrecognized:

Net fransition asset - {108) - {101} - 97}

Prior-service cost - (52) - (48) - 29

Net loss 1 570 - m - 60

Net periodic pension cost S 304 1,231 S M S 720 S 138 S 443

SFAS No. 87, “Employers’ Accounting for Pensions,” requires
that a minimum liability be established when a pension plan’s
accumulated benefit obligation (“ABO”) exceeds its net assets.
The minimum pension liability must be at least equal to the
unfunded ABO. As a result of unfavorable asset returns and a
decline in interest rates during 2002, GBC recognized a
minimum pension liability of $10.2 million. In 2003, this
liability was reduced by $1.7 million (to $8.5 million),
primarily due to improved asset returns. The minimum pension
liability is reflected as a reduction to “other comprehensive

income,” which is a component of stockholder’s equity.

The following table provides the components of net periodic
post—retirement benefit cost for the plans for 2003, 2002,
and 2001 (000 omitted):

OTHER BENEFITS

2003 2002 2001

Service cost S ne s 708 S 582
Interest cost 531 601 605
Amortization of unrecognized:
Net transition obligation 85 63 62
Net loss 113 3 288
Total recognized post-
refirement benefit cost $1,448 S 1,603 $ 1,537

The assumptions used in the measurement of the Company’s benefit obligations are shown in the following table:

PENSION BENEFITS

OTHER BENEFITS

WEIGHTED-AVERAGE ASSUMPTIONS 2003 2002 2003 2002
AS OF DECEMBER 31, Domestic  International Domestic  International Domestic Domestic
Discount rate 6.5% 1.5-6.5% 6.5% 1.5-6.5 % 6.0% 6.5%
Expected return on plan assets N/A 2.0-8.5% N/A 20-90% N/A N/A
Rate of compensation increase N/A 1.5-4.5% N/A 1.545% N/A N/A




For measurement purposes, a 6.0 % annual rate of increase in
the per capita cost of covered health care benefits was
assumed for 2003. The rate was assumed to be 6.0% during

2004 and remains at this level thereafter.

Assumed health care cost trend rates have a significant effect
on the amounts reported for the health care plans. A 1.0%
change in assumed health care cost trend rates would have the

following effects (000 omitted):

1.0% tncrease 1.0% Decrease

Effect on total of service and
interest cost components of
Net periodic post refirement
health care benefit costs $ 125 $ 1y

Effect on the health care
component of the accumulated

Post retirement benefit obligation  $ 712 $ (643)

(7] DEBT AND CREDIT ARRANGEMENTS

During 2003, GBC entered into three new financing
agreements. On June 26, 2003, the Company completed the
refinancing of its primary senior credit facility (the “Primary
Facility”). The new $197.5 million Primary Facility includes
a $72.5 million multicurrency revolving credit line and a
$125 million term loan. The maturity date on the Primary
Facility is January 15, 2008, and it provides for significantly
lower interest rate spreads than the previous senior credit
facility (the “Previous Primary Facility”). In the fourth
quarter of 2003, a payment of $2.5 million was made on the
term loan. Oustanding borrowings under the Primary
Facility totaled $122.5 million at December 31, 2003.
Concurrent with the completion of the Primary Facility,
GBC entered into a mortgage financing arrangement under
which its real estate holdings in Northbrook and Skokie,
lilinois and its real estate and equipment in Addison, Iilinois
are pledged as collateral (the “Mortgage Financing”). The
$14.8 million in proceeds from the Mortgage Financing was
used to repay a portion of the Previous Primary Facility. In
April 2003, GBC entered into a new multicurrency revolving
credit facility in the Netherlands (the “Netherlands Facility”).

The maturity date on the Netherlands Facility is April 9,
2008. The majority of the $16.8 million in proceeds from the
Netherlands Facility was also used to repay a portion of the
Previous Primary Facility. The Netherlands Facility had no

outstanding borrowings as of December 31, 2003.

Interest rates on the Primary Facility are variable and are set
at LIBOR plus 3.75% for borrowings under the $72.5
million multicurrency revolving credit line, and LIBOR plus
4.50% for the term loan. Bortowings under the Primary
Facility are subject to a “pricing grid” which provides for
lower interest rates in the event that certain of GBC’s

financial ratios improve in future periods.

GBC must meet certain restrictive financial covenants as
defined under the Primary Facility. The covenants become
more restrictive over time and require the Company to
maintain certain ratios related to total leverage, senior
leverage, fixed charge coverage, as well as a minimum level of
consolidated net worth. There are also other covenants,
including restrictions on dividend payments, acquisitions,
additional indebtedness, and capital expenditures. In
addition to the restrictive covenants, multicurrency revolving
credit line borrowings are subject to a “borrowing base”
which is determined based upon certain formulas tied to
GBC'’s trade receivables and inventory. With the exception of
its assets pledged under the Mortgage Financing, substantial-
ly all of the assets of General Binding Corporation and its
domestic subsidiaries, as well as a portion of equity in certain
foreign subsidiaries are pledged as collateral under the

Primary Facility.

As of and for the year ended December 31, 2003, the

Company was in compliance with all debt covenants.

The book value of GBC'’s variable rate debt approximated
the fair market value as of December 31, 2003 and 2002.
The market value of the Senior Subordinated Notes was

approximately 101% of book value as of December 31, 2003.
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Long—term debt consists of the following at December 31, 2003 and 2002 (000 omitted):

DECEMBER 31,
2003 2002
REVOLVING CREDIT FACILITY
U.S. Dollar borrowings — Term loan —
{weighted average floating interest rate of 5.66% at December 31, 2003} $ 122,500 -
U.S. Dollar borrowings — Term A Notes -
(weighted average floating interest rate of 8.41% at December 31, 2002} - 130,390
U.S. Dollar borrowings — Term B Notes —
{weighted average floating interest rate of 9.80% at December 31, 2002) - 39,610
INDUSTRIAL REVENUE/DEVELOPMENT BONDS (“IRB” OR “IDB")
IDB, due March 2026 ~ [floating interest rate of 1.25%
at December 31, 2003 and 1.65% at December 31, 2002) 6,840 6,855
IRB, due July 2008 - (floating interest rate of 1.86% at December 31, 2002) - 1,150
NOTES PAYABLE
Senior Subordinated Notes, U.S. Dollar borrowing, due 2008 - {fixed interest rate of 9.375%) 150,000 150,000
Notes Payable, U.S. Dollar borrowing, due monthly August 2003 to July 2008 -
{fixed interest rate of 6.62%) 13,798 -
Other Borrowings 8,876 13415
Total debt 302,014 341,420
Less—~current maturities {19,995} {26,654)
Total Long~Term Debt S 282,019 S 314,766

The scheduled marurities of debt for each of the five years
subsequent to December 31, 2003, are as follows (000 omitted):

YEAR ENDING DECEMBER 31,

Amount

2004 S 19,995
2005 15716
2006 18,195
2007 13,907
2008 227,154
Thereafter 7047
Total $ 302014

Currentdy, GBC has various short—term, variable-rate credic
arrangements with borrowing capacity of $13.3 million.
Outstanding borrowings under these arrangements totaled
$5.8 million at December 31, 2003. Interest rates on these
arrangements are primarily based on the lenders’ costs of
funds plus applicable margins. None of the lenders under
these credit arrangements are committed to continue to
extend credit after the maturities of outstanding borrowings

or to extend the maturities of any borrowings.
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Information regarding short~term debt, variable—rate credit arrangements for the three years ended December 31, 2003, 2002 and

2001 is as follows (000 omirted):

Maximum
Notes Payable Weighted Average Month—end Balonce Average Amount Weighted Average
To Banks Balence Interest Rate At Outstanding Outstanding Interest Rate
At End OF Year (1) End Of Year {2) During The Year (3) During The Year (4} During The Year (5)
2003 $ 5819 4.0% 10,085 S 1919 5.9%
2002 10,806 5.3 10,806 81 b.6
2001 7,202 5.2 9,309 8,334 8.8
1) Notas payable by GBC's foreign subsidiories were 5,819 ot Decamber 31, 2003, $10,806 of December 31, 2002, ond 57,202 o December 31, 2001.
2 The weighted average interest rofe is computed by dividing the onnuglized interest expense for the short-term debt ourstanding by the shor—term debt outstanding of December 3.
3 The composition of GBC's short—term debt wifl vary by category af any point in fime during the year.
4 Average amount outstanding during the vear is computed by dividing the total deily outstending princioal balances by 365 days.
&) The weighted average intetest rate during the year is computed by dividing the actual sheri~term interest expenss by the average short-term debt autstanding.

(8} DERIVATIVE FINANCIAL INSTRUMENTS

Interest Rate Swap Agreements

From time to time, GBC has entered into interest rate swap
agreements to hedge its floating interest rate exposures.
Under interest rate swap agreements, GBC agrees with other
parties to exchange, at specified intervals, the differences
berween fixed—rate and floating—rate interest amounts
calculated by reference to an agreed—upon notional amount.
The swap agreements have various maturity dates through
February 2005. GBC has applied hedge accounting for these
instruments, and the fair values of the interest rate swap
agreements are estimated using the net present value of
the anticipated future cash flows. To the extent the hedges
are effective, unrealized gains and losses are recorded in
other comprehensive income; unrealized gains and losses on
ineffective hedges are recognized in the income statement.
Selected information related to GBC's interest rate swap

agreements s as follows (in millions):
DECEMBER 31,

2003 2002

Notional Amount S 60.0 S 800
Fair value-net unrecognized

[loss) gain {0.8) (2.9)

GBC is exposed to potential losses in the event of nonper-
formance by the counterparties to the interest rate swap,
although the Company attempts to mitigate this risk by

diversifying its counterparties.

Foreign Exchange Contracts

GBC enters into foreign exchange contracts to hedge foreign
currency risks. These contracts hedge firmly committed
transactions such as inventory purchases, royalties, management
fees, and intercompany loans. Gains and losses on foreign
exchange contracts are recorded in a comparable manner to
the underlying transaction being hedged (e.g., costs related o
inventory purchases are recorded to inventory and recognized
in cost of sales). Obligations under foreign exchange contracts
are valued at either the spot rate or an appropriate forward rate
at the respective balance sheet date. Selected information
related to GBC’s foreign exchange contracts is as follows
(in millions):

DECEMBER 31,

2003 2002

Notional Amount S 80.3 S 979
Fair value~net unrealized

{loss) gain (i} 3.3} (1.4}

(1) As of December 31, 2003, 6BC recorded cumutative unrealized losses of oppraximately $0.9 million in
its consolidated statement of income related to hedges of intercompany loans (hedge accounting has not
beer applied to these ransactions). Unrealized Josses of approximately $2.4 million related fo hedges of
intercompany inventary purchases hove heen recorded in other comprehensive incoma.
Foreign exchange contracts as of December 31, 2003 had
various maturities through December 2004. The unrealized

gains and losses are substantially offset by changes in the

valuation of the underlying items being hedged.
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{9) RENTS AND LEASES

GBC has entered into numerous operating leases, primarily
for manufacturing and office facilities. Future minimum
rental payments required for all non—cancelable lease terms in

excess of one year as of December 31, 2003 are as follows
(000 omitted):

YEAR ENDING DECEMBER 31,

Operating Lease Payments

2004 S 13845
2005 11,514
2006 9492
2007 8,098
2008 7,097
After 2008 15,024
Total Minimum lease Payments § 85070

Total rental expense for the years ended December 31, 2003,
2002 and 2001 was $15.4 million, $16.3 million and $16.9

million, respectively.

{10) COMMON STOCK AND STOCK OPTIONS

GBC’s Certificate of Incorporation provides for 40,000,000
authorized shares of Common Stock, $0.125 par value per
share, and 4,796,550 shares of Class B Common Stock,
$0.125 par value per share. Each Class B share is entitled to
15 vores and is to be automatically converted into one share
of common stock upon transfer thereof. All of the Class B
shares are owned by Lane Industries, Inc., GBC’s majority
stockholder.

The following table illustrates the computation of basic and

diluted earnings per share (000 omitted except per share data):

YEAR ENDED DECEMBER 31,

2003 2002 2001

Numerator:
Net (loss) available to
common shareholders ${3,262)  S{8ODW) S (19471}

Denominator:
Denominator for basic
earnings per share—
weighted average number
of common shares
outstanding {1} 15,978 15,883 15761

Effect of dilutive securities:
Employee stock options (3] - - -

Denominator for diluted
earnings per share~adjusted
weighted-average shares (1]

and assumed conversions 15,978 15,883 15,761
Earnings per shore-
basic and diluted 2} $ (0.20) S (504} 5 {129

(1) Waighted average shares includes bath Common Stack and Class B Comman Stack.

(2) Amounts represent per share amounts for both Common Stock and Class B Common Stock.

(3) GBC had 457,255, 479,648 and 328,191 dilutive shares outstanding as of December 31, 2003,

2002 and 2001 respectively. These opfiens were not included in the colculation of eamings per share os

they would have been anti—dilufive.
GBC has a non—qualified stock incentive plan for employees
(the “Employee Plan”) and non-employee directors (the
“Director Plan”). Options may be granted under both plans
at a price not less than the fair market value of the stock on
the date of the grant. Options granted under the Employee
Plan generally vest at a rate of 25% per year and can begin
to be exercised one year after the grant date. Options granted
under the Director Plan are generally exercisable six months
or one year after the grant. In the event of a change in
control of the Company, all options granted become 100%

vested and are immediately exercisable.
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A summary of the stock option activity is as follows (000 omitted from option share amounts):

YEAR ENDED DECEMBER 31,

2003 2002 2001

Wid. Avg. Wid. Avg. Wid. Avg.

Shares Exercise Price Shares  Exercise Price Shares  Exercise Price

Shares under option at beginning of year 2,056 S 12 183 $ 1 1,062 S 15

Options granted 502 681 13 1,092 8

Options exercised {92) 8 {149) 8 {69) 7

Options expired/canceled {247) 21 {(30m) 14 (254) 14

Shares under option at end of year 2,219 10 2,056 12 1,831 1

Options exercisable 974 10 43 Al 517 12
Weighted average fair value

of options granted S 6.07 S 889 S 53

The 2,219,000 options outstanding at December 31, 2003 have

exercise prices berween $7.00 and $30.50 per share, with a

weighted average exercise price of $10.37 per share and a weighted average remaining contractual life of 7.50 years.

The following is 2 summary of stock options outstanding at December 31, 2003 (000 omitted from option share amounts):

OPTIONS OUTSTANDING

OPTIONS EXERCISABLE

Weighted-average
Range of remaining contractual Weighted-average Weighted-average
exercise prices Outstanding life (years) exercise price Excercisable exercise price
S 71 1,532 15 B.16 754 1.82
S 1225 617 8.0 13.61 187 14.56
S 2630 70 14 29.86 3 29.83
S 73 2219 15 10.37 974 9.86

As of December 31, 2002 and 2001, there were 743,349 and
576,923 options exercisable, respectively, at weighted—

average exercise prices of $11.12 and $12.07, respectively.

GBC’s stock option plan also provides for the grant of
restricted stock units (“RSUs"). In 2003 and 2002, GBC
awarded 203,302 and 102,000 RSUs respectively. The RSUs
awarded in 2003 vest 33 1/3% in each of the three years
subsequent, and are further subject to the achievement of
certain business performance criteria. Based upon the level of
achieved performance, the number of RSUs actually awarded
can vary from 0% to 150% of the original grant. The RSUs
awarded in 2002 vest 100% in 2005. Upon vesting, the RSUs
will be converted into common stock of the Company unless
the RSU award recipient elects to defer receipt of the shares.
Compensation expense is recognized over the vesting period
for the value of the RSUs based upon the value of GBC
common stock. For 2003 and 2002, compensation expense

of $727,000 and $389,000 respectively was recognized.

{11) INCOME TAXES

Income (loss) before taxes is as follows (000 omitted):
YEAR ENDED DECEMBER 31,

2003 2002 2001
United States $(15,405)  S(12637) S (22,085
Foreign 19,773 13,696 (2,235)
Total Income {loss} :
Before Taxes $ 4368 S 1059  ${24320)

The provision for income taxes is as follows (000 omitted):
YEAR ENDED DECEMBER 31,

2003 2002 2001
Current expense (benefit):
Federal S 22 S t4 S 13
State (52) 80 36
Foreign 4,760 4,664 3,626
Total current 4,730 5,408 3,675
Deferred (benefit) expense:
Federal 2,857 (2,286) (7,693)
State (195) (554) {1,322)
Foreign 238 (523) 491
Total deferred 2,900 (3,363) (8,524)
Total Provision {benefit) $ 7,630 S 2045 S (4849)
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GBC’s income tax expense (benefit) varies from the statutory Federal income tax expense (benefit) as a result of the following factors

{000 omitted):
YEAR ENDED DECEMBER 31,
2003 2002 2001
Income tax expense (benefit) at U.S. statutory tax rate $ 1,529 SIS (3512)
State income taxes, net of federal income tax benefit (62) {308) {835)
Net effect of international subsidiaries’ foreign tax rates (1,923) {653) 4,899
Net effect of foreign branches and remission of earnings (4} 1,470 575 {1,817)
Impairment of investment in GMP — not tox deductible 1,637 - -
Foreign entity reorganization (3} 4,492 - -
Other non —tax deductible items 592 1,449 1,101
Tax settlement (1) (99) {902) -
Tax credits displaced by net operating loss carrybacks (2} - 1513 -
Other, net {6) - 315
Total Provision {Benefit) $ 7,630 §2045 S (4,849}

(1) GBC received stats income tox refunds in 2003 and o U.S. Federal income tax refund in 2002, reloted to the settiement of an issue arising from one of its domestic subsidiaries.
(2) In 2002, new US. fox legislotion enbled GBC to carmy back its 2001 domesic tax loss to 1996 and 1997, generating o $7.5 million tax refund, The carryback also disploced previously ufilized tox redits,

which were written—off because GBC was not able to ufilize them before the expiration of the carryover period.

(3) Represents o non—cash wite—off of deferred tox assets o5 a result of o reorganization of cartuin intemationa! subsidiariss.

(4) In 2003, certain international tox cudits were closed. As a result, GBC raversed previously accrued taxes, which reduced the income tox provision by approximately $1.3 milfion.

Significant components of GBC’s deferred tax assets and
liabilities are as follows (000 omitted):
DECEMBER 31,
2003 2002

ltems creating net current
deferred tax assets (liabilities):

FAS No.133 mark-to-market $ 1,048 S -

Net operating loss carryovers 3,438 2,267
Inventory valuation 3,325 2,855
Foreign deferred tax assets 1,823 1461
Employee benefits ‘ 2,938 3,184
Restructuring reserves 2,631 3,208
Bad debt and sales return allowance 3,623 3847
Other 3,176 3,982
Total current deferred tax assets 22,002 20,804

ftems creating net long-~ '
term deferred tax assets (liabilities):

Depreciation o {8,048) (9,573)
Amortization of intangible assefs (1,454) 7.618
Foreign deferred tax liabilities -~ (2,961) (2,362}
Foreign tax credits ‘ 3,641 3917
Withholding taxes : {833) (833}
FAS No. 106 post retirement benefits 2,204 1,913
Net operating loss carryovers 22,029 19,647
Other 1,914 489
Gross long-term deferred tax assefs 16,492 20,816
Valuation allowance (19,900) (20,014)
Total long—term deferred .
{licbilities] assets ‘ (3,408) 802

Net Deferred Tax Asset $ 18,594 S 21,606

At December 31, 2003, the Company has $76.4 million of
net operating loss carry forwards available to reduce future
taxable income of domestic and international companies.
These loss carry forwards expire in the years 2004 through
2024 or have an unlimited carryover period. A valuation
allowance has been provided for a portion of the net
operating loss carry forwards and other deferred tax assets
that are more likely than not expected to expire before the

Company can use such benefits.

(12) CONTINGENCIES

GBC is currently involved in matters of litigation arising
from the normal course of business. None of the litigation
matters either individually or in the aggregate is material to
the Company. Additionally, GBC has ongoing tax audits in
the U.S. and various international jurisdictions. Accruals
have been provided related to such litigation and tax matters
based upon managements current estimate of the most
likely outcomes. Based upon consultation with legal counsel
and tax experts, GBC believes that if any additional liabilities
were to arise from these matters that they would not have a
material effect on the Company’s financial position, results of

operations or cash flows.
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{13) BUSINESS SEGMENTS AND FOREIGN OPERATIONS
In 2003, GBC modified its segment reporting to reflect the
Company’s organizational changes. The changes primarily
consisted of combining three of GBC'’s four business units

into the following two new groups:

Commercial and Consumer Group (CCG) - combination
of the Document Finishing Group, Office Products Group, the
Education division of the Films Group and the Asia/Pacific
region which was previously reported under “Other.” CCG
focuses on marketing strategies for “consumer—ready” products
that leverage GBC’s leadership among customers of its
binding, laminating and information—display products in the

work, school and home environments.

Industrial and Print Finishing Group (IPFG) — combination
of the Films Group and the Automarted Finishing Division of
the Document Finishing Group. IPFG targets print—for—~pay
and other finishing customers who use GBC’s professional
—grade finishing equipment and supplies as a part of their

mass production of sophisticated, professional applications.

The Commercial and Consumer Group’s revenues are
primarily derived from the sale of binding, punching and
laminating equipment and related supplies, visual communi-
cations products {writing boards, bufletin boards, easels, etc.),
document shredders, custom binders and folders, and
desktop accessories, as well as maintenance and repair
services through both indirect channels (resellers, including
office product superstores, contract/commercial stationers,
wholesalers, mail order companies, mass marketers and other
dealers) and direct channels (salespersons, telemarketers,
internet portals, etc.). The Commercial and Consumer
Group’s products and services are sold to customers which
include the home markets and office markets, commercial

reprographic centers, educational and training markets, and

government agencies throughout North and South America
and the Asia/Pacific region. The Europe Group distributes
many of the Commercial and Consumer Group’s products to

customers in Europe.

The Industrial and Princ Finishing Group’s revenues are
primarily derived through sales of thermal and pressure
sensitive films, mid-range and commercial high—speed
Jaminators and large—formar digital print laminators. The
Industrial and Print Finishing Group’s products and services
are sold worldwide through direct and dealer channels to

commercial reprographic centers, and commercial printers.

Expenses incurred by the three reportable segments described
above relate to costs incurred to manufacture or purchase
products, as well as selling, general and administrative costs.
For internal management purposes and the presentation
below, operating income is calculated as net sales less (i)
product cost of sales, (ii) selling, service and administrative

expenses and (iii) amortization of other intangibles.

GBC does not separately identify interest expense or income
taxes for its operating segments. Additionally, certain
expenses of a corporate nature and certain shared service
expenses are not allocated to the business groups. Sales
between business groups are recorded at cost for domestic
business units, and cost plus a normal profit margin for sales
between domestic and international business units. GBC’s
business groups record expenses for certain services provided
and expense allocations; however, the charges and allocations

between business groups are not significant.

Certain segment information for the years ended December
31, 2002 and 2001 has been reclassified to conform to the
current year presentation, including corporate costs which
were formerly included in “all other” have now been reflected

in “unallocated corporate items.
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Segment data is provided below for the three years ended December 31, 2003, 2002 and 2001 (000 omirtted).

UNAFFILIATED CUSTOMER SALES
Year ended December 31,

AFFILIATED CUSTOMER SALES
Year ended December 31,

2003 2002 2001 2003 2002 2001

Commercial and Consumer Group $ 460,243 S 467 543 S 465,121 S 2488 S 3 S 8150
Industrial and Print Finishing Group 137,064 138,299 146,258 26,426 277192 29,148
Europe 100,601 95,886 100,564 11,069 13,543 14,820
Eliminations - - - (39,983) (43,906) (52118)
Total $ 697,908 §701,728 S 711,943 $ - ] - S -

SEGMENT OPERATING INCOME
Year ended December 31,

TOTAL SEGMENT ASSETS
December 31,

2003 2002 2001 2003 2002 2001

Commercial and Consumer Group S 56,573 S 58510 63,533 $ 341,367 S 345129 S 448,969
Industrial and Print Finishing Group 17,204 18,301 18,659 70,499 71829 73733
Europe 6,085 1,359 (675) 56,498 56,036 66,686
Unallocated corporate items (25,149) {26,823} (35317} 62,219 81,515 129,782
Total $ 54,713 $ 51,347 $ 46,200 $ 530,583 § 554,509 S 719,170

The following is a reconciliation of segment operating
income to income before taxes and cumulative effect of
accounting change (000 omitted):

YEAR ENDED DECEMBER 31,

2003 2002 2001

Total segment

operating income $54713 S 51347 S 46200
Interest expense (34,408) {39,898) (37,153)
Restruciuring and - T

—-—~—other expenses {Y} — " {15,781} " 10,143) {34,37)

Other {expense| income (156) (247} 1,005
Income {loss) before taxes

and cumulative effect of

accounting change S 4,368 S 1,059  $(24,320)

{1) In 2001, 52,396 of charges primarly related to product inventory rotionalization were indluded in soles
and cost of sales but not cflocated o operating groups in GBC's internal management reporfing.

No single customer accounts for more than 10% of GBC’s

net sales. GBC does however, have certain major customers.

GBC’s products are sold primarily in North America, Latin
America, Europe, Japan and Australia to office products
resellers and directly to end—users in the business, education,

commercial/professional and government markets. GBC has a

large base of customers; however, the loss of, or major reduction. . .. ..

~in-business-or-failure-to collect receivables from one or more ™

of GBC’s major customers could have a material adverse effect

on GBC’s financial position or results of operations.
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Financial information for the three years ended December 31, 2003, 2002 and 2001, by geographical area is summarized below.
Export sales to foreign customers ($6.1 million in 2003, $7.7 million in 2002, and $8.6 million in 2001) have been classified in the
following tables as part of the United States sales (000 omitted):

UNAFFILIATED CUSTOMER SALES

Year ended December 31,

LONG-LIVED ASSETS
December 31,

2003 2002 2001 2003 2002 2001

us $ 440,337 § 459836 S 465,562 $ 274,897 S 352677 S 472391
Europe 142,975 132418 135,365 53,291 17,932 22,933
Other International 114,596 109,474 101,016 25,623 0,25 20,182
Eliminations : - - (81,342) (104,108)  (101,388)
Total $ 697,908 $701,728 S 711,943 S 272,469 S 27716 S 414118

(14) QUARTERLY FINANCIAL DATA (UNAUDITED)

Summarized quarterly financial data for 2003 and 2002 was as follows (000 omitted except per share data):

THREE MONTHS ENDED

2003 March 31 June 30 Seplember 30 December 31
Sales S 169,435 S 171,150 S 17509 S 182,231
Gross profit {1) 67,470 68,192 69,949 72,594
(Loss) income before taxes (645) {781 7481 4713
Net income (loss) 83 (5124) 4,886 {3,107)
Net income {loss) per common share:

Basic S 001 S (032 S 03 S {09}

Diluted 0.01 (0.32) 0.30 {0.19)

THREE MONTHS ENDED

2002 March 31 June 30 September 30 December 31
Sales $172,262 S 174,336 S 17591 S 179,219
Gross profit (1) 65,940 69,746 69,321 12,720
(Loss} income before taxes (5,652} 1,730 356 4,625
Net {loss) income {84,893} 2097 {421) 3,207
Net {loss) income per common share:

Basic S (5.37) $ 013 S (0.03) ] 0.20

Diluted (5.37) 0.13 (0.03) 0.20

(1) Gross profit is computed as soles less cost of sales.
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(000 omitted, except per share and ratio data)
2003 2002 2001 2000 1999

Net sales $ 697,908 701,728 S 711,943 S 824,581 S 835,550
Net income {loss) before

cumulative effect of

accounting change {1) (3,262} (986} (19,471) 2,433 (56,676 )
Net (loss) income (1) (3,262} (80,010) (19.47) 2,433 (56,676}
Net {loss) income per

common share

basic and diluted (2] S (0.20) {5.04) S (1.4) 0.15 S (360)
Cash dividends declared per

common share (2} - - - - 0.30
Capital expenditures 8,468 9010 14,897 19,609 22,823
Current assets 258,113 266,793 305,052 320,625 359,033
Current liabilities 156,367 163,692 139,729 161,300 168,727
Working capital 101,746 103,101 165,323 159,325 190,306
Current ratio 1.7 1.6 22 2.0 21
Total assets $ 530,583 554,509 S 79170 761,308 S 822,492
Long-term debt 282,019 314,766 410,668 397,005 454,459
Stockholders’ equity 54,209 42131 123,855 \47,679‘ 149,611

(1) In 2002, 6BC odopted SFAS No.142, “Goodwill and Other Intangible Assets” (SFAS No.142). The cumulative effoct of accounting change related to the adopfion of SFAS No.142 was $79.0 million, net of toxes.

(2) Amounts represent per share amounts for both Common Stock and Class B Comman Stock.
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PRINCIPAL MARKET AND PRICE RANGE
The Company’s Common Stock, $0.125 par value share, trades on the Nasdaq National Market under the symbol “GBND.” The
following table shows high, low and closing prices for GBC’s Common Stock, $0.125 par value, as quoted on the Nasdag National

Market for the calendar quarters indicated below:

SHARE PRICES

2003 2002
High Low Close High Low Close
First quarter $ 1283 S 790 s 7.90 S 1446 S 1186 S 1466
Second quarter 12.50 7.60 11.95 20.00 14.85 16.73
Third quarter 14.83 9.25 10.40 19.65 14.50 15.85
Fourth quarter 18.68 11.24 18.00 15.40 8.48 8.48

Approximate Number of Equity Security Holders:
Number of Shareholders

TITLE OF CLASS of Record as of February 27, 2004
Common Stock, $0.125 par value 624
Class B Common Stock, $0.125 par value 1

* Per the latest report from the Transfer Agent. Each security dealer holding shares in a street nome for one or more individuals is counted g only one shareholder of record.

DIVIDENDS
As discussed in note 7 to the consolidated financial statements, GBC is restricted from paying dividends through the maturity date

of the Primary Facility in 2008.
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{000 omitted, except per share and ratio data)
FOR THE YEAR 2003 2002 2001 2000
Domestic sales (1) S 434,266 S 452,103 S 456,947 § 557738
International sales {1) 263,642 249,625 254,996 266,843
Net sales (1) 697,908 701,728 711,943 824,581
Net (loss) income (3,262) {80,010} (19,471) 2433
DATA PER COMMON SHARE
Net [loss) income per common share (2}
Basic S (0.20) S {5.04) S (1.4 S 0.15
Diluted {0.20) {5.04) {1.24) 0.15
Cash dividends per share of Common Stock - - - -
Shareholders’ equity per share of Common Stock 3.39 2.65 784 9.39
AT YEAR END
Current assets $ 258,113 S 266793 S 305,052 S 320,625
Current liabilities 156,367 163,692 139,729 161,300
Working capital 101,746 103,101 165,323 159,325
Total assets 530,583 554,509 719,170 761,308
Total debt (3) 302,014 341,420 418,468 407,303
Stockholders’ equity 54,209 42131 123,855 147,679
OTHER STATISTICS
Capital expenditures $ 8,468 S 900 S 14897 S 19,609
Depreciation and amortization {4) $ 25162 S 28412 S 39,266 S 38,693
Current ratio 1.7 1.6 22 20

(1) GBC cdopted EITF 01-09 “Accounting for Consideration Given by o Vendor o 6 Customer (Including o Reseller of o Vendar's Products),” in 2002 by restating financial stotements begianing in 1998.

Financial statements prior to 1998 were not restoted as information was not available fo perform such restatements.

{2) Amounts represent per share amounts for both Commen Stock and Closs B Common Stock based on the average shares outstanding for the year.

(3) Total debt includes notes payable, current meturities of long-term debt, long-term debt, and capital fease obligations.

(4) GBC adopted SFAS No. 142, “Goodwill and Othes Infangible Assets,” as of January 1, 2002, Under SFAS No. 142 goodwill is no langer omartized. n 2001, goodwill amartization was $9,711.
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1999 1998 1997 1996 1995 1994 1993

S 536,554 S 576,346 543,361 349,809 S 1293188 $ 274319 S 246,790
298,996 300,475 226,640 187,027 165,203 146,130 129,348
835,550 876,81 770,001 536,836 458,391 420,449 376,138
(56,676) 23792 28,667 25,23 21,500 15,703 14,994
S (3.60) S 1.51 1.82 1.60 5 1.37 S 1.00 ) 0.95
(3.60) 1.50 1.80 1.59 1.36 0.99 0.95
30 45 A4 43 A2 A 40

9.51 12.93 1212 10.93 9.80 8.96 8.47

§ 359,033 S 398,643 327,745 237,04 § 180,648 S 1154 § 1453
168,727 157,18 152,102 12,129 83,828 84,604 64,760
190,306 241,425 175,643 125,085 96,820 86,550 80,591
822,492 885,838 692,914 393,706 298,872 284,278 251,109
469,997 519,025 365,039 119,212 61,823 66,508 48,622
149,611 203,187 191,043 172,132 154,141 141,089 133,531
§ 2289 S 19926 29,619 27,778 S 15046 S 12788 S 10,595
S 40284 § 33913 27,208 15,018 S 12814 S 12,08} S 0747
A 25 22 21 22 20 22
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TRANSFER AGENT AND REGISTRAR
GBC's Transfer agent can help with o variety of shareholder-
related services, including:

« Change of address

« Lost stock certificates

« Transfer of stock to another person
« Additional administrative services

PLEASE CONTACT:

Computershare Investor Services

2 North LaSalle Street

Chicago, lllincis 60602

Phone: 312.360.5256

Fax: 312.601.4332

Email: www.web.queries@computershare.com
Website: www-us.computershare.com

INVESTOR RELATIONS

Investors can obtain additional financial information, including
notices of upcoming releases of financial information and
conference calls, by accessing the Investor Relations section
of GBC's website ot www.gbc.com or by contacting:

GBC Investor Relations
c¢/o Tony Giuliano
One GBC Plaza
Northbrook, I 60062
Phone: 847.291.5451
Fax: 847.291.6371
Email: inv-rel@gbc.com

ANNUAL REPORT AND FORM 10-K

Copies of the Company’s Annual Report and the Company's
S.E.C. Form 10K are available without charge by accessing
GBC's website at www.gbc.com or by writing fo:

GBC Investor Relations
One GBC Plaza
Northbrook, IL 60062-4195

STOCK TRADING
GBC stock is listed on the Nasdaq National Market® under
the symbol GBND.

CORPORATE HEADQUARTERS
One GBC Plaza

Northbrook, tllinois

60062-4195 USA

Phone: 847.272.3700
Fax: 847.272.1389

Find GBC on the web at www.gbc.com.

ANNUAL MEETING

Annual Meeting of Shareholders
Thursday, May 13, 2004, 3:30 pm
Chicogo Botanic Gardens

Auditorium
1000 Lake Cook Road
Glencoe, Minois 60022-0400

Phone: 847.835.5440
www.chicago-botanic.org

Parking is complimentary.
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One GBC Plaza * Northbrook, iL 60062-4195 » USA
847.272.3700 - 847.272.1389 fax - www.gbc.com



